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THE LAKES-TO-THE-GULF DEEP WATERWAY. I 


During the past six years much attention has been given to the 
problem of waterway development in the United States. Proposals 
for a general improvement of waterways have been agitated, but the 
chief interest has centered around the Lakes-to-the-Gulf project. 
Within this period the Lakes-to-the-Gulf Deep Waterway Associa- 
tion has held its six annual conventions; two national commissions 
have spent almost the entire period in investigating rail and water 
transportation at home and abroad; and a number of special boards 
of engineers have made reports on various waterway projects. 

Among the many documents put forth by commissions, asso- 
ciations, and engineers, none presents an adequate study of the 
traffic conditions on the proposed route. This article and the one ~ 
to follow are offered as a contribution to the study of the traffic side 
of the problem. The viewpoint is that of the economist and the 
traffic man. No discussion of the lowering of the lake levels, of 
power development, or of other strictly engineering problems is 
offered. Several boards of engineers, state’ and national,? have 
reported plans and estimated costs for obtaining different depths 
of channel on the several sections of the route; and have estimated 


* The Illinois Waterway Report, 1909, Internal Improvement Commission of 
Illinois. 

*H. Doc. 263, s9th Cong., 1st sess. (Lockport to St. Louis); H. Doc. 50, 61st 
Cong., 1st sess. (St. Louis to the Gulf); H. Doc. 1374, 61st Cong., 3d sess. (Lockport 
to the mouth of the Illinois River). 
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the amount of power that may be developed, and the effect that 
the flow of the current from Lake Michigan would have on the lake 
levels. However, a brief statement is here made of some of the 
physical characteristics of the route that bear directly on the 
economic problems at issue. 

It is believed by some that it is practicable to develop traffic in 
ocean and lake vessels on the proposed Lakes-to-the-Gulf Deep 
Waterway; that the channel should be improved to a depth of 
from 20 to 30 feet, in order that ocean and lake vessels may be 
employed; that were this done, the cost of shipping would be so 
reduced that a phenomenal development would occur along the 
route, and that there would be a large saving in freight charges. 
But the effect that an improved waterway would have on railway 
rates is more commonly believed to be the justification for the 
expenditure of funds for the project. It is assumed that railway 
rates parallel to the route are much higher than boat rates would 
be on an adequate channel, that on an improved waterway com-., 
petition among the boat companies would lower the boat rates, and 
that the boat rates would force a reduction in railway rates. 

A knowledge of traffic conditions in the Valley is necessary to 
aid the reader in forming an opinion as to the effect that an improved 
waterway would have on industrial development, on traffic, and 
on rates. In these articles an attempt has been made to show the 
conditions under which the freight moves, and may be expected to 
move. An outline of the route, the water craft now employed on 
it, and the nature of the boat business are presented for the purpose 
of showing the conditions of freight movement. The amount of 
freight carried by rail and by river, the boat rates, the insurance 
and terminal charges, and the rail rates are tabulated, in order that 
a sane conclusion may be arrived at as to the social wisdom of 
constructing the waterway. 


I. THE CHANNEL 


The proposed waterway is made up of five different channels, 
namely: the Chicago River, the Chicago Sanitary and Ship Canal, 
the Des Plaines River, the Illinois River, and the Mississippi. 
The map shows the proposed route between Chicago and St. 
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Louis; the channel of the Mississippi River between St. Louis and 
the Gulf composes the remainder of the route. Beginning at Lake 
Michigan and the mouth of the Chicago River, in the very heart 
of the city of Chicago, the route follows the Chicago River for 
6.25 miles from Lake Michigan to Robey Street, the Chicago Sani- 
tary and Ship Canal for 32.35 miles to the junction with the Des 
Plaines River and the Illinois and Michigan Canal at Joliet,’ 
the Des Plaines River for 15.73 miles to the junction of the 
Kankakee,? the Illinois River for 273 miles to the Mississippi, and 
the Mississippi for 1,332 miles’ to the Gulf of Mexico. The total 
distance between Chicago and the Gulf is 1,659.33 miles. 

It is perhaps worth while to study more in detail the several 
sections of the route. 

The part of the Chicago River that is to be used for the water- 
way is divided into two sections, the Main River and the South 
Branch. The Main River extends from Lake Michigan for a dis- 
tance of 1.58 miles. It is under the control of the national govern- 
ment. The depth is 21 feet’ and the width from 220 to 300 feet. 
The South Branch connects the Main River with the Sanitary and 
Ship Canal, and is under the control of the Sanitary District.’ It 
has a mid-channel depth of from 20 to 26 feet, a dock-line depth 
of 16 feet,’ and a width of from 100 to 200 feet. 

Many obstacles hinder the development of shipping on the 
Chicago River. The river current, used to carry the sewage, is 

* Bull. No. 20, War Department, 1911, pp. 150-63. 

2H. Doc. 263, 59th Cong., 1st sess., p. 72. 

3 Channel distance, not mid-bank. 

4H. Doc. 50, 61st Cong., 1st sess., pp. 33 and 320. 


5 Depths are referred to Chicago city datum—the low-water mark of Lake Michigan 
in 1847, 1.7 feet lower than mean lake level. 

6 Survey of Northern and Northwestern Lakes, Bull. No. 20, War Department, 1911, 
Pp. 150-63. 

7 The Sanitary District of Chicago is a semi-municipal organization chartered by 
the state of Illinois. The Sanitary District of Chicago, and the Chicago Drainage Canal, 
a Review of 20 Years of Engineering Work, by Isham Randolph, 1909, gives historical 
and descriptive matter concerning the district. 

8 The docks must be rebuilt before the depth can be extended to the dock lines, 
and it is the policy of the Sanitary District to leave to the owners of the docks the 
improvement of their own property. 
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the most serious; while the city traffic across the channel and the 
cost of real estate along the banks needed for increasing the width 
are worthy of mention. Important industrial plants are located 
on sections of the unimproved part of the river from Sixteenth 
Street north, and twenty-seven city and railroad bridges span the 
6.25 miles of the channel between the lake and the Drainage Canal. 
Ten of the bridges have center piers. The first from the lake in 
the Main River has a center pier, and the widest draw is only 73 
feet in width. Other bridges farther up the river (or down the 
river, as the stream flows since it was reversed by the construction 
of the Drainage Canal) have still narrower draws. These, in con- 
junction with the curves of the channel and the velocity of the 
current, prevent the employment of the large lake freighters.* 


The Sanitary and Ship Canal is thought by many persons, even 
in Chicago, to be a completed channel open for deep-draft vessels; 
while in fact only three of the bridges have been equipped with 
operating machinery,? and for 7.8 miles the channel has been 
dredged to but little more than half the projected width. Follow- 
ing are the dimensions of the canal: From the river at Robey 


Street to Summit, 7.8 miles, the width is 110 feet at bottom and 
198 feet at water line. From Summit to Willow Springs, a distance 
of 5.3 miles, the width is 202 feet at bottom and 290 feet at water 
line. From Willow Springs to the power plant at Joliet, a distance 
of 16.95 miles, the width is 160 feet at bottom and 162 feet at water 
line. The lock at Joliet is 130 feet in length, 22 feet in width, 12 
feet in depth, and has a “lift” of 37 feet.4 For the remaining two 
miles, the canal has a minimum width of 160 feet at bottom and 
162 feet at water line, and a depth of 10 feet. 


* See below, Section IV, p. 564. 

2 Bull. No. 20, War Department, 1911, p. 162. 

3 Ibid., p. 161. This is the earth section and has been dredged on one side only. 
Mr. Lyman E. Cooley. C.E., made a statement before the Committee on Commerce 
of the Senate of the United States, February 28, 1910, in which he said that the width 
of the Drainage Canal was “ 202 feet on bottom in earth.” See p. 22 of said statement. 
It is common opinion that the entire channel is 200 feet in width. 

4Isham Randolph, Consulting Engineer, The Sanitary District of Chicago and the 
Chicago Drainage Canal, 1909; Bull. No. 20, War Department, 1911, pp. 161-62. 
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Between Chicago and Lockport the Sanitary and Ship Canal 
has a uniform depth of 22 feet. Fifteen bridges span the channel. 
Eight of these have center piers, six have only one draw dredged, 
and twelve are not equipped with operating machinery. The 
Sanitary District is not called upon to dredge the unimproved part 
of the channel until the population of the city requires it to be 
done; but it is bound by the act creating the district to equip the 
bridges and operate them. This has not yet been complied with.' 

The Chicago River and the Chicago Sanitary and Ship Canal 
are now used as the main sewer of Chicago. The current flowing 
through these channels is drawn from Lake Michigan and discharged 
into the Des Plaines River at Joliet, Ill., 38 miles from Lake Michi- 
gan. The sewage borne by the current finds its way through the 
Des Plaines and the Illinois rivers into the Mississippi. The volume 
of water flowing in the channel of the river and the canal is regulated 
at Lockport. Under date of December 5, 1901, the Secretary of 
War granted permission to the Sanitary District so to regulate the 
discharge of water from the canal that the maximum flow should 
not exceed 4,167 cubic feet per second,? but the Sanitary District 
is now using about 7,000 second-feet.s There are two reasons for 
limiting the volume: a large flow (1) would obstruct navigation in 
the Chicago River by increasing the velocity of the current, and 
(2) would lower the lake levels. The International Waterways 
Commission has estimated that the diversion of 20,000 cubic feet 
per second would lower the “Lake Michigan-Huron” level about 
13 inches and that of Lake Erie about 11 inches. The cost of 
restoring the previous depth of the harbors and channels of the 
Great Lakes, in the event of such a change in the lake level, is 
estimated at $12,500,000. Serious obstruction to the lake traffic 
would also result while the remedial work was being done.‘ 

The velocity of the current in the Chicago River and the Drain- 

* Report on the Chicago Drainage Canal, p. 2, International Waterways Commission, 
1907; Bull. No. 20, War Department, 1911, p. 162. 

2 Bull. No. 19, War Department, 1910, p. 140. 

3H. Doc. 1374, 61st Cong., 3d sess., 1911, p. 9. 


4 Report upon the Chicago Drainage Canal, International Waterways Commission, 
War Department, Doc. No. 293, 1907, p. 15. 
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age Canal is estimated at from 1.5 to 3 miles per hour. The narrow 
stretches of the canal force the greater velocity. In some of the 
bridge draws the velocity exceeds three miles an hour, and a 
material increase in the flow would probably result in the destruc- 
tion of the shipping in important lake vessels, unless the width of 
the channel should be increased. 


From Joliet to LaSalle via the Des Plaines and Illinois rivers, a 
distance of 74 miles, there is a fall of 136 feet. To overcome the 
declivity it is proposed that this section be made navigable by 
means of locks. In narrow stretches canals are recommended to 
avoid high velocity of flood currents. This section of the route is 
not now navigable by river, but the Illinois and Michigan Canal 
connects the Chicago Sanitary and Ship Canal with the navigable 
portion of the Illinois River at LaSalle, and affords a channel 
depth of 4 feet and 8 inches." 

The Illinois and Michigan Canal (at present the only navigable 
channel between Joliet and LaSalle) has an average width of 60 
feet at water line and 48 feet at bottom. There are 18 lift locks on 
the channel having a minimum length of 110 feet and a minimum 
width of 173 feet at water line and 14 feet at the bottom of the 
locks. The minimum depth of the locks is 5} feet and the overhead 
clearance is 11} feet.? 

The Illinois River has a low-water depth of 6 feet from La Salle 
to Peoria, and 7 feet from Peoria to Grafton, where it joins the 
Mississippi. The four locks on this section are 350 feet in length, 
75 feet in width, and 7 feet in depth. The first two locks below 
La Salle (at Henry and at Copperas Creek) are operated by the 
state, and tolls are collected; the other two (at La Grange and at 
Kampsville) are operated by the national government without 
charge. In the 220 miles between La Salle and Grafton the fall is 
only 33 feet. To obtain a channel 14 feet in depth the engineers 

*The connection at Joliet between the Drainage Canal and the Illinois and 
Michigan Canal was made in July, 1910, and the depth given is that to be maintained 
during 1911.—Bull. No. 20, War Department, 1911, p. 163. 

2 From a letter sent to the writer by the Canal Commissioners of Illinois, May 
8, 1911. 

3 Bull. No. 20, War Department, 1911, p. 163. 
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recommend the removal of the locks and the dredging of a channel 
having a bottom width of 200 feet. The cost of the project from 
Lockport to Grafton is estimated at $23,543,582." 

From Grafton, Ill., to Eads Bridge, St. Louis, the distance is 
39 miles. The following excerpts from the report of the Mississippi 
River Commission, 1905, describe some of the characteristics of the 
section. The Commission says: 

About 23 miles below Grafton the Missouri River enters the Mississippi, 
completely changing the character of the latter stream below the junction and 
disturbing its regimen for many miles above. 

Immediately at the junction the changes of volume and of slope, due to 
the coincidence or non-coincidence of floods or of low water, are so frequent 
and so radical that it may almost be said that the river here has no regimen. 
. ... The experience of the last 25 years in the efforts to gain a channel 
depth at low water on the Mississippi, below the Missouri, of 8 or 10 feet, does 
not encourage the belief that a depth of 14 feet can be secured and maintained 
without excessive expenditure of time and money.” 


The commission recommends the construction of a dam at Alton 
and a canal extending from there to a point 18 miles below on the 
Mississippi. The canal is to have a bottom width of 160 feet and 
the locks are to be 600 feet in length, 80 feet in width, and 14 feet 


in depth. The cost of the project is estimated at $6,553,880.3 
This section, from Grafton to St. Louis, now has a mean low-water 
depth in the river channel of 6 feet and a width of 2,500 to 3,500 
feet. The fall is 24.14 feet. 


The low-water channel length of the river from St. Louis to the 
mouth of the Ohio is 182 miles; the air-line distance, 125 miles. 
From Cairo to the mouth of the Red River the channel distance is 
790 miles; the air-line distance, 440 miles. From the mouth of the 
Red River to the Gulf the channel distance is 321 miles; the air-line 
distance, 210 miles. 

The width between St. Louis and Cairo varies from 650 feet to 
4,000 feet at zero stage, and from 800 feet to 4,900 feet at four- 
foot stage. The bank-full stage varies from 1,550 feet to 6,800 

*H. Doc. 263, soth Cong., 1st sess., p. 19. 

2 Ibid., pp. 530-33- 

3 Ibid., p. 544. 
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feet in width. Below Cairo various widths as small as 1,000 feet 
and as great as 7,500 feet at zero stage have been found. At bank- 
full stages the widths vary from less than 2,000 feet to 10,500 feet. 
The river becomes more uniform in the lower section, and averages 
somewhat less in width. Through a large part of the distance 
from Cairo to the mouth of the river, floods are confined between 
a levee on one side and highlands on the other; and through 
another large part, within levees along and near both sides. This 
restricted flood width averages from 5 to 10 miles, but decreases 
to about two miles in the lower section." 

The fall at low water from St. Louis to Cairo is 7.39 inches per 
mile, while from Red River to the head of the passes it is less than 
+ of an inch per mile. Table I shows the slope and the depths 
from St. Louis to the Gulf. 


TABLE I 


THE SLOPE AND THE DEPTHS OF THE MIssIssipP1 RIVER FROM St. LOUIS TO THE 
GutF oF Mexico? 








Stations Distances Fall at Low Average Depth | Least Depth at 
(Mid-Bank) Water at Low Water Low Water 





Miles Feet Feet 
St. Louis to Cairo 175 107.86 8 
Cairo to Memphis 230 89.52 9 
Memphis to Vicksburg 369 141.86 9 
Vicksburg to Red River. ... 154 36.69 9 
Red River to passes 291 6.08 ° 


3 

















As the declivity decreases, the depth increases. The decreased 
width on an almost level river-bed increases the depth; but if the 
slope were steep it would increase the velocity. The engineers have 
made it clear that a decreased width between St. Louis and Cairo 
would increase the velocity and the scouring capacity of the current. 

The Board of Engineers states that the Mississippi River from 
St. Louis to the Gulf is typically a river with an unstable bed, that 


*H. Doc. 50, 61st Cong., 1st sess., pp. 33, 34- 

2 Ibid., p. 34; Annual Report of the Chief of Engineers, 1909, pp. 550-52. 

3 The greater weight of water on the bottom of a deep channel gives increased 
carrying and scouring capacities. This is the secret of the capacity of the Mississippi 
to carry its load of silt into the Gulf through an all but level channel. 
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is, one of caving banks and shifting bottom. The report says: 
“‘No river in the world, under improvement for purposes of navi- 
gation, equals it in the magnitude of its bed disturbances.” It is 
stated that the amount of material carried “‘is over 20 times as 
much as is carried annually by the Danube, Dnieper, Volga, Rhone, 
Nile, or La Plata, and over fifty times as much as by the Loire and 
Durance, although these foreign rivers are considered specially 
difficult of improvement because of their silt and other water- 
borne material.”” The board states, however, that the experience 
of the government engineers during many past years has shown 
that protection of banks, by mattress below low water and by 
paving above, can be secured anywhere along the Missouri and the 
Mississippi rivers." 

The Mississippi River Commission has, for its present project, 
to maintain a channel of 8 feet from St. Louis to Cairo and of g feet 
from Cairo to the mouth of the Red River. This has been accom- 
plished except for very short periods at a few bars. The following 
excerpts from the report of the Special Board of Government En- 
gineers, made in 1909, state the present condition of the channel 
in regard to navigation. The engineers say: 

. it has been possible for several years, even during low-water seasons, 
to freely send boats of 25 to 30 feet draft from the Gulf 270 miles to New 
Orleans, Baton Rouge, and Bayou Sara, g feet draft thence 840 miles to Cairo, 
8 feet draft thence 182 miles to St. Louis, thence 4} feet draft 365 miles up the 
Mississippi and Illinois rivers and through the Illinois State Canal to Chicago. 

On the Mississippi River from St. Louis to Cairo the increase in depth and 
width of channel during past years, while under improvement by the Engineer 
Corps, has been quite marked, and today there are only a few days at a time 
for a few times each year when a boat drawing 8 feet cannot freely go up and 
down the river anywhere between St. Louis and Cairo. 

The delays of navigation on this stretch of river... . are trifles in 
comparison to the winter delays of navigation on the Great Lakes, where the 


boat commerce is many times greater and where all reasonable demands of 
commerce are today fully met and satisfied. 


On the Mississippi River below Cairo the river is also in far better condi- 
tion now than ever before, and except for a few days a few times each year 
there has been maintained for several years a least depth of 9g feet, capable of 


*H. Doc. 50, 61st Cong., 1st sess., pp. 40-48. 
* Annual Report of the Chief of Engineers, U.S. Army, 1909, pp. 550-52. 
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carrying all boats that may reach it from the Ohio River after the improvements 
in progress thereon shall have been completed. 

This waterway .... is, as a whole, the equal of anything in Europe, 
where much of the canal and up-river boat traffic is done on 3 feet draft; most 
of it is done on 6 to 8 feet draft, and where as much as 1o feet draft is excep- 
tional. 

The same board reported that the open-river plan of improve- 
ment between St. Louis and the Gulf was more practical than that 
of any system of canals or combination of open channel and canals. 
This plan includes dredging and bank protection with the addition 
at certain localities of works to contract the channel. The 
cost of securing a 14-foot channel by this method is estimated at 
$128,600,000 for construction and $6,500,000 annually for main- 
tenance after the completion of the project. If to this be added the 
$30,097,462 for first cost and $310,000 for annual maintenance of 
the section from Lockport to St. Louis, the total estimated cost for 
a channel 14 feet in depth from Lockport to the Gulf is $158,697,462 
for construction and $6,810,000 annually for maintenance? The 
cost of completing the Sanitary Canal and of widening the Chicago 
River would probably be not less than $100,000,000; and the cost 
for maintenance, including the dredging for the waste from the 
sewage, would probably be not less than three or four millions of 
dollars. The total cost for the construction would be approxi- 
mately a quarter of a billion of dollars and for maintenance roughly 
$10,000,000. 


II. TERMINALS AND TERMINAL EQUIPMENT? 


Concerning the ports and landings on the route of the proposed 
waterways, it is the purpose (1) to present briefly the present con- 
ditions of the more important landings and ports, and (2) to discuss 
the advisability of improving them. 

In considering the advisability of equipping the ports and land- 
ings, the problem of most importance is that of the relation of cost 
to returns. The combined interest and maintenance charge for 

tH. Doc. 50, 61st Cong., 1st sess., pp. 329-30. 

2 Ibid., pp. 12-21. 


3 This part of the study is confined to a few conditions at the terminals. Cf. Trans- 
portation by Water in the United States, Part III, 1910, Bureau of Statistics. 
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port equipment may not be large per ton of freight cared for at 
ports that accommodate great volumes of traffic. But the corre- 
sponding charge may be much larger at ports through which pass 
insignificant amounts of freight. There are difficulties, moreover, 
at Mississippi landings not encountered at most important ports 
where excellent facilities for handling freight are found. Attention 
is directed to a few only of the more salient features of the problem. 

The Chicago River has long been the harbor of Chicago. The 
physical conditions of the river, the difficulties of navigation, and 
the advisability of constructing a harbor on the lake front have 
already been discussed. The docks on the Chicago River are 
owned by private parties, and the larger number of them have a 
depth of only 16 feet. Those on the Main River, however, have a 
depth of 21 feet; and a very large part of the freight is now handled 
at these docks. 

Probably all boats that will be able to navigate the channel 
between Chicago and St. Louis can discharge their cargo at the 
present docks, even at those on the South Branch of the river. 
Moreover, the center of the channel on the South Branch of the river 
is now from 20 to 26 feet in depth, and the owners of the docks may 
improve them at no great cost. The authorities of the city are 
also planning to construct a modern wharf on the lake front near 
the mouth of the river. It is to be equipped with machinery for 
handling freight at the smallest cost practicable. In view of these 
conditions and improvements it would seem that river shipping will 
lack nothing in harbor equipment at Chicago. 

Chicago and New Orleans have two important advantages over 
the other towns and cities on the route. (1) There is little oscilla- 
tion in lake and river stages at their wharves, and (2) the cost of 
constructing and maintaining an adequate wharf may be met by 
lake and ocean commerce. In this respect, the contrast between 
these two cities and the other towns and cities on the route is shown 
in the following paragraphs. 

At St. Louis there is an oscillation of 43 feet in the stage of the 
river. This oscillation would make it expensive to construct a 
vertical wharf. A floating wharf constructed by the city and made 
free for all boats would aid the boat business. But how much this 
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would increase the boat traffic is problematical. The sloping wharf 
or landing now maintained furnishes not only ample space but more 
than is used. There was a time when boats could scarcely find 
space to land at St. Louis, but it has passed. The limited amount 
of freight now seeking the landing would not justify an elaborate 
expense for a terminal. 

At Cairo there is an oscillation of 50 feet in the river stage. 
Here the same difficulty is met as at St. Louis. It is not practicable 
to construct a vertical wharf. The wharf at this point is controlled 
by a double monopoly, a private company improved the wharf and 
now leases it to floating wharfboat companies. There is complaint 
that the wharfage is excessive, and it seems that the city should 
control the wharf. There is ample space, however, on the present 
improved wharf for more wharfboats than will ever be needed. 

At Memphis there is no great stretch of public wharf, but not 
one-fifth of the present wharf is used. The Lee Line, the most 
important line on the Mississippi River, has a small warehouse at 
this point. The freight is carried up or down the river bank to or 
from the warehouse, the capacity of which is some two carloads. 
The oscillation in the river stage is about 45 feet. 

At Greenville freight is carried from 100 to 300 yards across the 
levee. The distance depends on the stage of the river. There was 
at one time a coal tipple in operation here. Coal was shipped from 
mines near Greenville via the Southern Railway to the tipple and 
reshipped by boat to the lower river. This has entirely ceased 
now, however. Coal is brought to Greenville from Pittsburgh in 
barges and carried across the levee in wheelbarrows. The gangway 
across the levee from the landing to the coal yard is from 200 to 
400 yards in length. Some 1o Negroes are occupied for from 12 to 
14 days in unloading a barge of 500 or 600 tons of coal, and it is 
said that the cost of unloading alone is more than $1.00 a ton. 
The Monongahela Coal and Coke Company of Pittsburgh, one of 
the largest companies in the country, is the distributor of coal on 
the lower river; and if it were practicable to equip the landings, 
the corporation would probably have them equipped for handling 
coal. 

At Vicksburg, of the one mile of wharf the city owns about 
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2,500 feet. The oscillation is about 40 feet, and no fixed wharf has 
been attempted. The Commissioner of Corporations calls atten- 
tion to the “high and steep” land adjacent to the landing used by 
the packet boats. He does not state why the boats are landed on 
the steep bank in preference to the level space farther down the 
river. The explanation is as follows: Even a packet of a draft 
of 4 or 5 feet cannot moor near enough to a bank of gentle slope to 
swing the gangplank ashore. If the boats landed at the gentle 
slope farther down the river the variation in the landing spot, at 
high and at low water, would probably be 300 yards. This is the 
problem of wharf improvement on the lower Mississippi. Vertical 
wharves that would meet all stages. of the river would cost dear, 
and at the same time be of little use at low stages of the river, 
because of the very height of the wharf above the deck of the boat. 
At Vicksburg the difficulty is met, if not solved, by the use of the 
steep part of the landing; while at most of the larger landings, the 
floating wharfboat is used. 

The ocean commerce of New Orleans is now far more important 
than the river shipping; but even the latter is still worthy of con- 
sideration. Inasmuch as the oscillation in the stage of the river is 
only 19 feet, the construction of vertical wharves is not very 
expensive. There is no terminal obstruction to the river business 
at New Orleans. A large part of the wharf is under public control, 
and encouragement is given to river shipping. The freight move- 
ment is discussed elsewhere. 

It is commonly believed that the most necessary aid to commerce 
on the Mississippi is better terminals. European ports teeming 
with river commerce are cited as examples of wharf improvement 
which the cities on the Mississippi should follow. But the oscilla- 
tion in the river stage is from 40 to 50 feet between St. Louis and 
Baton Rouge. How could wharves and warehouses that would 
serve all stages of the river be constructed at a cost not more than 
commensurate with the benefits received? It would certainly be 
uneconomical to equip all of the way landings with adequate 
wharves; and yet the larger part of the present packet shipping is 
either received or discharged at small landings. Moreover, the 
problem is not that of river frontage for boat landings. There is 
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more wharf space than would be needed for many times the present 
commerce. At Chicago the private docks on the Chicago River 
are scarcely used at all, and at the smaller landings, of course, there 
will never be any congestion of boats. 


Ill. WATER CRAFT AND BOAT LINES 


The history of the construction of water craft on the Mississippi 
River System is closely allied with the history of the river business. 
Table II shows the number and gross tonnage‘ of all documented 
steam vessels built on the Mississippi River and its tributaries for 
quinquennial periods from 1811 to 1910. 


TABLE II 


NuMBER AND Gross TONNAGE OF DOCUMENTED STEAM VESSELS BUILT ON THE 
MississipP1 RIVER AND ITs TRIBUTARIES FOR QUINQUENNIAL PERIODS, 
1811-1910* 








Average 
Gross 

Tonnage 
Tonnage per Vessel 


Period 





1811 to 1815 9 1,589 177 
1816 to 1820 62 12,620 204 
1821 to 1825 69 10,075 146 
1826 to 1830 156 27,225 175 
1831 to 1835 270 35,720 132 
1836 to 1840 459 72,284 157 
1841 to 1845 495 87,552 177 
1846 to 1850 638 124,534 195 
1851 to 1855 671 160,157 239 
1856 to 1860 675 147,465 218 
1861 to 1865 706 153,573 218 
1866 to 1870 504 142,578 283 
1871 to 1875 588 128,054 218 
1876 to 1880 596 124,275 209 
1881 to 1885 551 97,577 177 
1886 to 1890 369 54,083 148 
1891 to 1895 392 51,864 132 
1896 to 1900 480 59,184 123 
Igor to 1905 728 42,592 59 
1906 to 1910 916 29,418 32 183. 


29,493 
30,714. 
28,515. 
25,610. 
24,855. 
19,515 
10,936 
10,372. 
11,836. 

8,518. 

5,883. 
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WR COAL OMAR OH MO000¢C 




















* Transportation by Water, 1906, p. 165, Special Reports, Bureau of the Census, Department of 
Commerce and Labor; Annual Report, Commissioner of Navigation, 1910, p. 222. 

The table shows that from 1811 to 1865 there was a continuous 
increase in the number of steamers constructed; while from 1866 


‘In this chapter the word tonnage is used to designate the registered capacity of 
vessels and should be distinguished from the amount of freight carried, or cargo. 
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to 1890 there was a decrease. From 1891 to 1910 there was again 
an increase in the number, but a decrease in the total tonnage and 
in the tonnage per vessel. That is, a larger number of small 
vessels was built. In gross tonnage the maximum was attained in 
the period from 1851 to 1855, the figure had fallen to less than 
one-fifth as much in the period from 1906 to 1910. In tonnage per 
vessel the maximum was reached in the period from 1866 to 1870, 
when the average was more than eight times as great as in the 
period from 1906 to 1910. 

Table III gives the number and gross tonnage of the steam 
vessels documented on the “Western Rivers,’’ classified according 
to tonnage groups for the years 1889, 1906, and 1910. 


TABLE III 


NUMBER AND Gross TONNAGE OF STEAM VESSELS ON THE ‘‘ WESTERN RIVERS” BY 
TONNAGE Groups, 1889, 1906,* AND 1910f 








a 3 





50 to 99 100 to 499 
Tons Tons 





iu 
cil dl: 





-| 1,114] 209,826) 270) 7,933/261/ 19,345|493] 103,358 
- +] 1,451] 152,592] 754] 14,057|300| 22,508/330| 72,289 
-| 1,677| 140,781| 1,064] 16,742|282| 21,120|274| 58,780 















































* Transportation by Water, 1906, p. 166, Department of Commerce and Labor. 
t Annual Report, Commissioner of Navigation, 1910, p. 206 


The total tonnage shows a decrease of almost one-third while 
the number of vessels increased from 1,114 to 1,677. With the 
exception of one vessel in the sixth class, the increase in number was 
in the first and second. In these classes there was a gain of 815 
vessels. That is, the increase in number was almost entirely in 
vessels of which the capacity was less than so tons. Classes three, 
four, and five show a decrease in both number of vessels and 
tonnage. The development of the gasoline power boat is partly 
responsible for the increase in the number of the smaller vessels; 


* The term “Western Rivers” includes the Mississippi River and tributaries only. 
! 
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but the falling-off of river traffic made large boats unnecessary and 
uneconomical, and the situation was met by the construction of 
smaller steamers. 

Table IV shows the documented steam vessels on the Illinois 
River and on the lower Mississippi for the years 1889, 1895, 1900, 
and 1910. 

TABLE IV 


DoOcUMENTED STEAM VESSELS ON THE ILLINOIS RIVER AND THE LOWER MISSISSIPPI, 
1889, 1895, I900, AND 1910* 








1889 1895 


— | gE |) 


& & 








Peoria, Ill cae wt 2 2 ee 431] 39 821 
St. Louis, Mo...| 115 372|109| 38,703/355 30,860) 288 16,539 
Cairo, Tl 17| 3,954|233 2,928)146 1,730 


Memphis, Tenn. 71| 12,117/171| 69) 9,025/131 12,180|135 10,425 
Vicksburg, Miss. 30| 2,876) 96) 21) 2,819|134 3,852|148 4,801 
Natchez, Miss. . 4} 592/148) 4} s580\145 349/175 1,136 
New Orleans, La.| 126] 19,246|153/127/ 17,298|136 |113| 16,423|145 14,343 



































Total 346) 77,658) 188/356) 78,837|169. 2/369) 67,023/153.7 49,795 











* Transportation by Water, 1906, p. 169, Department of Commerce and Labor; Report of Commis- 
sioner of Navigation, 1910, pp. 183-84. 


For the twenty-two years from 1889 to 1910 the number of 
vessels increased from 346 to 583, while the tonnage decreased from 
77,058 to 49,795, and the average tonnage per vessel decreased from 
188 to 104. Again there appears a decrease in total tonnage and 
in average tonnage per vessel, but an increase in number of vessels. 
It is sometimes said that the lack of a channel of sufficient depth 
has been a cause of the decrease in the size of vessels. But the 
engineers have pointed out that the depth has been increased 
throughout the entire navigable part of the route." 

Table V shows the number and tonnage of steam vessels and 
barges documented on the proposed Lakes-to-the-Gulf Waterway 
at the offices of the several customs districts for the year 1910. 

There were only 8 barges documented on the route, 4 at St. 
Louis, 2 at Cairo, and 2 at Vicksburg. Barges documented on the 


* See above, pp. 549-50. 
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Ohio, however, ply between Cairo and New Orleans, and Cairo and 
St. Louis. 
TABLE V 


NUMBER AND TONNAGE OF STEAM VESSELS AND BARGES DOCUMENTED ON THE 
Ittrno1s RIVER AND ON THE LOWER MiIssISSIPPI, 1910* 








Steam VESSELS BARGES 
Customs Districts —_— 
Number Tons Number Tons Tons 








16 821 és ree 821 
99 16,539 1,447 17,986 
18 1,730 1,147 2,877 
Memphis, Tenn. ... 193 10,425 ia nae 10,425 
Vicksburg, Miss... . 48 4,801 76 4,877 
6 1,136 ie nee 1,136 
New Orleans, La... 203 14,343 Pe ee 14,343 























583 49,795 8 52,465 





* Report of Commissioner of Navigation, 1910, p. 203. 


Table VI shows the number, the tonnage, and the class of vessels 
more or less regularly plying on the lower Mississippi River, includ- 
ing vessels documented on the Ohio, for 1906. One striking feature 
of this table is the large number of barges and tows plying on the 
lower Mississippi, since there are so few barges documented on that 
section of the river. It is also worthy of notice that the registered 


TABLE VI 


THE NUMBER, THE TONNAGE, AND THE CLASS OF VESSELS PLYING ON THE LOWER 
MIssIssIPPI, 1906* 








ProporTION OF ENTIRE 
MississipP1 SYSTEM 





Number Tonnage 
Percentage 





Commercial vessels— 
Tugs and towboats : 10,004 21 
Packet boats 90 17,474 23 

354 94,213 24 

52 14,496 33 
37 858 17 
8 437 21 





672 137,482 7 

















* Transportation by Water, 1906, p. 173, Department of Commerce and Labor. 
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tonnage of the vessels plying on the lower Mississippi is only 3 per 
cent of that of the entire Mississippi system. 


From 1880 to 1900 there was a remarkable extension in the use 
of barges as bulk carriers for distance traffic, mainly in coal, on the 
Ohio and the lower Mississippi rivers. In 1906 the unrigged 
vessels’ (unequipped with power) formed 95 per cent of the total 
vessel tonnage on the rivers of the Mississippisystem. The tonnage 
of this class of vessels had increased 34 per cent from 1889 to 1906. 
During the last few years, however, there appears to be a decrease 
in the barge tonnage in sympathy with the decline of river business 
in general, and with the decrease in the shipment of coal and lumber 
in particular. The amount of coal carried has fallen off notably 
since 1901, as shown elsewhere. 

The Ohio barges are noted as carriers of bulk cargo. The coal 
fleets that carry Pittsburgh coal to points on the Ohio and Mis- 
sissippi rivers are the most picturesque of all inland water craft in 
the United States. The barge fleets of the lower Ohio and Missis- 
sippi rivers are frequently more than 300 feet in width and 1,100 
feet in length. They are made up of powerful towboats and as 
many as fifty or sixty “‘coal boats’? and fuel boats. The dimen- 
sions of these fleets would prevent their being employed in canals 
and locks of ordinary dimensions. 

What are known as “coal boats” are usually about 175 feet in length, 
26 feet in width, and 10 feet in depth, and carry about 1,000 tons of coal. 
They are cheaply built, of light hemlock, cost about $850 each, and are 
employed chiefly in the “long river” trade from the shipping points on the 
Monongahela, Ohio, and Kanawha rivers, to New Orleans and other points 
on the Mississippi. Many of them are sold in the South for firewood, “shacks,” 
etc., after one or two trips, as the cost of returning and repairing them is about 
as much as the cost of new boats.® 

Coal barges, so called, average 135 feet in length, 26 feet in width, and 
8} feet in depth, and carry about 550 short tons of coal. They are substan- 
tially built and last about fifteen years. They are used chiefly in the “short 
river” trade to Cincinnati, Louisville, Cairo, and St. Louis. 

* Unrigged vessels include a great variety of types, such as barges, canal beats, 
flatboats, lighters, scones, dredges, derricks, and floating elevators. 

2H. Doc. No. 492, 60th Cong., 1st sess., pp. 18, 19. 

3 The practice is not so common as formerly. 
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Freight barges are of various sizes. The most substantial are the so-called 
“model barges,’”’ built on the model of a steamboat hull decked over, but 
without machinery. A typical barge, 225 feet long, 36 feet wide, and 10 feet 
deep, will cost about $10,000, but such barges are built costing from $6,000 
to $20,000. They are used mainly to carry steel rails, wire, and other freight 
downstream, and bring back molasses, sugar, and lumber." 

The number of barges in a tow varies with the stretch of the river and the 
size of the towing steamer. In the upper Ohio, starting from Pittsburgh 
Harbor, a steamer will take a mixed fleet of 25 barges, boats, and flats, con- 
taining from 15,000 to 20,000 tons of coal. Such fleets go as far as Louisville 
where larger tows are made up for the lower Ohio and the Mississippi rivers, 
running as high as 35,000 to 56,000 tons. The steamboat is attached to the 
rear of the fleet of barges, but the barges are never floated down the rivers as 
they were in the old days. The power must be kept up to keep the tow in the 
channel, and is shut off only occasionally in maneuvering the fleet. 

The use of steel barges in the Ohio River coal trade is as yet only experi- 
mental. There can be no question as to the desirability of this type of craft, 
but the initial cost and maintenance in the way of cleaning and painting are 
serious obstacles, as well as the interest charges, in view of the limited number 
of trips that can be made under present river conditions. Less than two trips 
can be made to New Orleans in a year.? 


The barge fleets that ply on the open Mississippi and Ohio 


rivers cannot use ordinary canals such as have been projected in 
connection with the Lakes-to-the-Gulf Waterway between Chicago 
and St. Louis. Hence the economy that is obtained on the Ohio 
and lower Mississippi rivers by barge fleets could not be expected 
on the section of the route between Chicago and St. Louis. Even 
the wide locks and canals now being constructed on the Ohio will 
not provide sufficient space for the coal fleets that use the open 
river. 


Table VII shows the class, the number, and the gross tonnage 
of metal vessels documented on the Illinois and the lower Mississippi 
rivers for 1910. Only one metal barge was documented, and of 
the 55 steam metal vessels, 25 were documented at New Orleans 
and 10 at Memphis. 

*It is rare that they are loaded on the return trip. This is the style of barge 
which was used to carry grain from St. Louis to New Orleans prior to 1904. 


2 Transportation by Water in the United States, Part I, pp. 148-49, Department of 
Commerce and Labor, 1909. 
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TABLE VII 


Crass, NuMBER, AND Gross TONNAGE OF METAL VESSELS DOCUMENTED ON THE 
LowER MIssIssIPPI, 1910* 








Steam VESSELS 





Customs Districts 
Number 





11 

2 
Memphis, Tenn... . 10 
Vicksburg, Miss... . 3 
Natchez, Miss 3 
New Orleans, La... 25 























54 I 14,582 





* Report of Commissioner of Navigation, 1910, p. 191. 


The “flat-bottom stern-wheeler’”’ still holds its pre-eminence as 
the prevailing and most useful type of steamboat on the Mississippi. 
Side-wheelers, where used, are employed mainly for packet service, 
and especially ferry service; and the center-wheelers almost 
exclusively for ferry service. Although the screw-propelled vessels 


constitute 24.8 per cent of the power craft on the river, they repre- 
sent but 6 per cent of the tonnage. The larger portion of this 
tonnage is made up of gasoline tow boats and yachts. The Missis- 
sippi River and its tributaries had, in 1906, almost as many wooden 
boats as the rest of the United States; but there is a tendency at 
the present time, by reason of their shorter life, the higher rate of 
insurance, and greater cost for repairs, toward the substitution of 
steel and iron boats." 

Concerning the gasoline boat, Mr. Story B. Ladd of the Census 
Bureau says: 

The use of small gasoline boats has developed greatly within the last few 
years, and they are employed in ali kinds of work . . . . in freight and pas- 
senger and ferry service and in towing. The number and tonnage of these 
small excluded [from the Census] vessels and the transportation service per- 


formed by them must amount, in the aggregate, to large figures, and if included 
in these statistics, would add materially to the totals. For example one party 


? The Lee Line has recently built, and now has in operation, three packets with 
steel hulls, the “Rees Lee,” the “Ferd Herold,” and the “Bob Lee, Jr.” It is the 
purpose of the management of the Lee Line to construct new vessels of steel. 
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does a large amount of business with a fleet of 5 gasoline towboats, each under 
5 tons, and hence not included in the canvass. If a bargeload is too heavy 
for one boat, two or more are used as the case requires. A large amount of the 
river business is being captured by the small gasoline boats, since they do not 
require license or inspection, and since the economical advantages favor them; 
while the regulations governing steam craft . . . . operate against the use of 
small steam craft. 


When the writer was on the river in 1910 and in 1911, he noted 
the launching of new gasoline boats at St. Louis and other points. 
At Vicksburg there is considerable traffic in lumber and other com- 
modities by gasoline towboats of the stern-wheel type. These 
gasoline tugs tow “‘flatboats” on which the freight is loaded, and 
by this means can land at very shallow wharves and carry freight 
very cheaply. As the steamers that at one time plied between 
St. Louis and other up-river points and New Orleans were sup- 
planted by the local packet, so the larger packets now plying 
between such points as St. Louis and Memphis, and Vicksburg and 
New Orleans, are in danger of being crushed between the gasoline 
boat on the one hand and the railways and barges on the other. 
What the changes in equipment will be in the next decade or two 
may be hazardous to predict. But it appears that barge lines can 
move bulk freight over long distances more cheaply than any kind 
of packet steamer, that gasoline boats can handle freight for short 
hauls in small bulk more cheaply than packet steamers, and that 
railways can handle most carload freight between competitive 
points more cheaply than the packet steamers. If these are the 
conditions it would seem that an increase in the packet steamer 
equipment could hardly take place. 


No record is kept of the draft of documented vessels on the 
inland waters of the United States. The writer has been unable 
to find anything written on the draft of the vessels of the lower 
Mississippi, except an occasional reference to the draft of certain 
vessels or classes of vessels. However, by going aboard the packet 
boats at lower Mississippi points it was learned that the maximum 
draft of this class of boat is from 22 inches to 8 feet. The latter 
extreme depth is drawn only by vessels plying between New 
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Orleans and Vicksburg. The draft of the 10 steamboats of the 
Lee Line varies from 22 inches to 4} feet." 

In the latter part of April, 1910, the writer inquired of the 
officials on board a number of vessels at St. Louis concerning the 
loaded draft of vessels then leaving the city. Not one of them 
drew more than five feet of water. It was learned that it was rare 
that freight enough could be obtained to load to a draft of even 
five feet. Two officials of different companies on the lower Mis- 
sissippi stated that they were never forced to load light on account 
of low water, that they did not remember the time when they had 
been forced to leave a pound of freight on the wharf at St. Louis. 
They said: ‘‘We do not need more water, what we want is more 
business.” Another traffic official of a boat company at Greenville 
repeated this same thought. One manager said, in an exasperated 
mood, that there never would be any increase in river traffic unless 
the present rail rates between river points should be raised, that an 
increased depth would have no effect on the amount of freight that 
would be offered. Other officials of boat companies on both the 
lower and the upper river made the same statements in substance. 
One traffic manager gave the writer a letter setting forth this view, 
and stated that there was no hope for the boat business until the 
long-and-short-haul clause was made to apply to river points as 
well as non-river points. There seems to be a general consensus 
of opinion among boatmen that what they need is more business 
instead of more water. These opinions indicate that the draft of 
vessels is not limited by the depth of the channel. 

One factor in determining the draft of vessels on the Mississippi 
is the slope of the numerous landings. The small landings have 
not sufficient slope to allow vessels of deep draft to reach land with 
the gangplank. Again the small amount of freight handled at each 
mooring makes it more economical to operate a small boat than a 
large one. There is no necessity therefore for a vessel of deep 
draft; while there is an advantage in operating a vessel of shallow 
draft. 

The barges and towboats are usually constructed for deeper 


* This information was obtained from G. P. Lee, vice-president of the Lee Line, 
hile aboard one of the boats in April, 1911. 
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draft than the packets. The Barrett Line of Cairo owns towboats 
and barges of the following drafts :* 








NuMBER OF VESSELS 





Towboats Barges 








4 
5 
10 
° 
4 








The common draft on the lower Mississippi for barges and towboats 
is from 4 to 7} feet. Very few of these vessels draw as much as 8 feet 
of water. Barge fleets make but few landings, and do not moor to 
receive or discharge small amounts of freight. That is, the factors 
that make for extremely shallow boats, in the case of the packet, do 
not limit the depth of barges and towboats to so great an extent. 


The number of boat lines on the lower Mississippi River has 
greatly decreased during the last few decades. Until a few years 
ago there were boat lines maintaining regular schedules between 
St. Louis and the Ohio River points and New Orleans. There were 
also many lines operating for short distances. The through routes 
had been abandoned, except the barge lines between Ohio River 
points and New Orleans, until the Mississippi Valley Transporta- 
tion Company opened a new line between St. Louis and New 
Orleans in 1911. The local lines, too, have decreased in number. 

The most important packet line on the lower Mississippi is the 
Lee Line, which operates between St. Louis and Memphis, between 
Ohio River points and Memphis, and between Memphis and 
Vicksburg. A number of short lines operate on the lower Missis- 
sippi, but there is no through line between Memphis and New 
Orleans, except that of the Mississippi Valley Transportation 
Company. The Eagle Packet Company operates between St. Louis 
and Peoria, and the La Salle & Peoria Packet Company, between 
Peoria and La Salle, Ill.; but there is no line operating between 
La Salle and Chicago. 


* Figures communicated by the Barrett Line. 
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The barge lines carry the bulk freight on both the Ohio and the 
Mississippi rivers. The most important are the coal-carriers 
between the Ohio River and the lower Mississippi River points, 
including St. Louis. Certain barge lines, however, carry miscel- 
laneous bulk freight, such as lumber, ties (wooden), manufactured 
iron, etc. Three lines carry oil in bulk below Baton Rouge. 

It is frequently averred that the reason for the falling-off in 
boat lines is that there has not been sufficient enterprise in the boat 
business. However, the keenest officials of the boat lines which 
have abandoned the river state that capital cannot be obtained for 
a business which will not pay dividends. It is their opinion that 
there will never be a very large river business again, and they state 
that personally they would not invest in projected boat companies. 


IV. INTERCHANGEABILITY OF RIVER, LAKE, AND OCEAN VESSELS 

It is assumed by many that the Lakes-to-the-Gulf Deep Water- 
way, with a channel depth of 14 feet, as proposed, would be navi- 
gable for ocean and lake vessels, and that transshipment would not 
be necessary at either New Orleans or Chicago. Others think that 
if a channel of a depth from 20 to 30 feet were constructed, ocean 
vessels would certainly come to Chicago. Even prominent men of 
experience in engineering and in transportation have expressed the 
opinion that ocean vessels may be brought to Chicago, and that 
this should be done. Such views are heard from the rostrum, 
through the press, and before Congressional committees. 

Mr. Lyman E. Cooley, a civil engineer of note, spoke as follows 
before a Committee of the Senate of the United States: 

You cannot hope to develop this great interior of the Continent (the 
greater Mississippi Valley), ro units as great as France or Germany, without 
giving them a waterway system. You cannot take them to the sea, but you 
can bring the sea to their doors, give each unit area a virtual sea front, from 
which can be expanded arms and laterals and the details of a complete and 
related waterway system.* 

Even Mr. Theodore P. Shonts, a distinguished civil engineer 
and railroad president, not long since gave public utterance to the 
same opinion. In speaking of the benefits to be derived on the 


* Statements of Mr. Lyman E. Cooley before the Committee on Commerce of 
the Senate of the United States, February, r9r0, p. 38. 
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completion of the Panama Canal and the Deep Waterway, he said: 
“Ships will be able to load in Chicago, St. Louis, New Orleans, or 
intermediate points and deliver the cargo along both coasts of 
Central and South America without breaking bulk.’ 

With the views expressed above it seems well to compare those 
of the Commissioner of Corporations of the United States, Mr. 
Herbert Knox Smith.? He says: 


Large ocean-going vessels are not suited for the restricted channels of 
rivers and canals. Even on the Hudson River practically no ocean steamers 
are seen at any distance above New York, although there is 25 feet of water 
as far as Hudson, 100 miles from the mouth of the river. On the Mississippi 
River even light-draft ocean screw steamers cannot be used to advantage at 
any considerable distance above New Orleans. Sailing vessels cannot use the 
narrow, winding channels of rivers. At the same time vessels used on rivers 
and canals are not strong enough nor usually built with sufficient free board 
to equip them to be used on open-water routes, such as the lakes or the ocean. 
The flat-bottom stern-wheel Mississippi steamer is entirely unsuited to con- 
ditions on the sea or on the Great Lakes; and the comparatively small barges 
used on rivers are distinctly different in type from the large schooner barges 
used in the deep-sea coast traffic, and neither of these types is well adapted to 
the routes of the other. Even Great Lakes vessels are not ih model or struc- 
tural strength adapted to ocean conditions, and some experts hold that were 
there a channel deep enough for them to reach tide-water it would still be 
usually necessary to transship from lake to ocean vessels 

It cannot be expected that any reasonable expenditure on our inland water- 
ways will wholly remove these difficulties. The expense of securing channels 
of sufficient depth on rivers and canals for ocean or the larger Great Lakes 
steamers would, except in a few cases, be prohibitive, if at all possible; while 
if a sufficient depth were secured other conditions would prevent their use by 
ocean-going vessels to any appreciable extent 

Water-borne traffic will continue to be carried, for the most part, in vessels 
adapted to particular classes of waterways and the special traffic of such water- 
ways. Through traffic moving from one kind of waterway to another will 
require transshipment. Even on long inland hauls transshipment will often 
be necessary.3 

* Address of Mr. Shonts before the Deep Waterway Association, October 9, 1908, 
p. 2, Lakes-to-the-Gulf Deep Waterway Association. 


2 Mr. Smith is now completing a series of four volumes on Transportation by Water 
in the United States. 


3 Transportation by Water, Part I, pp. 151-52, Department of Commerce and 
Labor. 
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From these excerpts it is evident that Mr. Smith believes it 
impracticable to use ocean or lake vessels on rivers, or to employ 
river craft on either the ocean or the Great Lakes. 


Inasmuch as many think, however, that the lake vessels would 
be employed on the proposed waterway, it is necessary to set forth 
some of the facts concerning the vessels and the methods employed 
in handling them in river channels. 

The Special Board of 1909 considered the possibility of lake 
vessels using the proposed 14-foot channel. The report of that 
board states that of the freight tonnage which passed through the 
canals at the Sault Ste. Marie in 1907, 1.3 per cent was borne in 
vessels of a registered draft of 14 feet or less, 18 per cent, of a draft 
of from 14 to 19 feet, 24 per cent, of a draft of from 19 to 21 feet, 
and 56.7 per cent, of a draft of more than 21 feet.‘ That is, 56.7 
per cent of the tonnage of the canals at the Sault Ste. Marie could 
not have entered the Chicago River with its 21 feet of depth, pro- 
vided the vessels had been loaded to their full capacity; and only 
1.3 per cent could have been borne in a 14-foot channel. 

It is also stated in the above report that the lake freighters 
built since 1902 ‘“‘could barely carry the necessary fuel supply 
required” for a trip from Chicago to New Orleans on a 14-foot 
channel; that a lake freighter is poorly constructed for navigating 
a tortuous river and a swift current; that the rudder power is 
insufficient to control such great length; and that the lake vessels 
are less economical than barge tows as a means of transporting 
freight on rivers and canals.” 

Col. C. McD. Townsend, who is in charge of the improvement 
of the harbors of the Great Lakes, in discussing the Chicago Harbor 
problem before the Western Society of Engineers, in 1910, said: 

When the majority of the wharves and ships were constructed on the 
Chicago River, there were few if any vessels on the Great Lakes over 200 feet 
in length, and 12 feet draft; but the construction of the locks at Sault Ste. 
Marie and the deepening of the channels connecting the Great Lakes have 
created a revolution in vessel construction. In 1890 a vessel was built 310 

*xH. Doc. 50, 61st Cong., 1st sess., p. 23. 

2 Ibid., p. 24. 
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feet in length, by 1895 the length had increased to 380 feet, by 1900 to 474 feet, 
by 1905 to 569 feet, by 1906 to over 600 feet; . . . . and at the present time 
there are built and contracted for 19 vessels 600 feet in length, capable of 
carrying a cargo of 12,000 tons each. 

In 1895 the freight passing the “Soo” was all in vessels less than 400 feet 
in length; in 1903, 40 per cent of the freight was carried in vessels exceeding 
that length, and in 1908, 74 per cent, . . . . 45 per cent being in vessels over 
500 feet long. This has resulted not only from the building of large vessels, but 
also from the withdrawal of the smaller from trade In 1895 the average 
ore cargo was 1,800 tons, in 1908 over 8,000 tons. 

A vessel 200 feet long had comparatively little difficulty in navigating the 
Chicago River, even in a moderate current; but when three-fourths of the 
commerce of the lakes is in vessels exceeding 400 feet in length, it is another 
story. With a discharge of 10,000 cubic feet in the Chicago River, it will be a 
physical impossibility for a modern lake freighter to proceed from the mouth 
of the river to the Chicago Drainage Canal, or to enter any of the numerous 
slips in its vicinity. In my opinion, the widening and deepening of the Chicago 
River to more than 16 feet above the Forks (1.58 miles from the lake) for 
purposes of navigation is a waste of public funds. If Chicago River is ever to 
regain its commercial importance, it will have to be by a system of wharves 
near the river mouth 

If we assume that a ship canal through Chicago would develop the freight 
that existed at the Soo in 1895 . . . . there would be required to carry that 
freight 16,793 vessels during a season of navigation, or one vessel would pass 
through Chicago, on an average, every 20 minutes. What would happen to 
the enormous land traffic across its 26 bridges under such conditions ?* 


Col. Townsend does not mention the draft of the lake vessel, 
but the vessel more than 400 feet over all commonly draws from 
18 to 22 feet, and hence could not navigate a 14-foot channel. He 
calls attention to the difficulty of handling a vessel even in the 
present current in the Chicago River, and mentions 200 feet as the 
length that can be easily handled. It was learned from the harbor 
master that on account of the curves and the current 400 feet 
would be the extreme length that could pass the first bridge; while 
the bulk of the traffic entering the Calumet Port, in South Chicago, 
is now borne by vessels from 500 to 600 feet in length. The vessels 
now entering the Chicago River are rarely more than 350 feet in 
length over all. They do not come in on their own power, but are 
towed in and out at a speed of from 1 to 2 miles an hour. Thisis 


* Journal of Western Society of Engineers, XV (April, 1910), 160-62. 
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true of the larger vessels even in the Main River where the channel 
is from 200 to 300 feet in width except at the bridges. The not 
infrequent accidents caused by vessels crashing into bridge piers, 
as well as the high cost of towage and the expense due to delay, have 
caused the lake fleets to use the wharves near the mouth of the 
river. 

This difficulty is encountered while there is a flow through the 
river channel of only 7,000 cubic feet per second. What the diffi- 
culties will be when the flow is increased to 10,000, 14,000, or 
20,000 cubic feet per second to meet the demands of the increase 
in the amount of sewage, and when lake vessels from 600 to 800 
feet in length are used, is not easy to predict. Though the Calumet 
River is much straighter than the Chicago River and the velocity 
of the current is not so great, most vessels are towed in, and almost 
all are towed out, at a speed of less than two miles an hour. The 
time it would require, and the expense it would involve, to tow 
these vessels through a channel of 36 miles, the distance from 
Chicago to Lockport would prohibit their use. 

These difficulties are met even where there is sufficient depth 
and where the velocity of the current is only from one to two miles 
an hour (in the Calumet River). Where only 14 feet should obtain 
as proposed for the Lakes-to-the-Gulf Deep Waterway, and where 
the velocity of the current should be from two to four times as 
great as it isin the Chicago and Calumet rivers, it would seem hardly 
possible to use any of the important lake or ocean vessels. But 
even if lake vessels could be handled slowly through a river channel, 
the loss of time in addition to towage charges and river insurance 
on both cargo and hull would make it unprofitable to employ lake 
vessels extensively on either canals or rivers." 

To summarize: (1) the engineers found that the important 
traffic of the Chicago Harbor could not be carried through a 14-foot 
channel; (2) the size of the lake vessels has so increased since 1901 
that the large freighters cannot now enter the Chicago River even 
when steered by a tow; (3) no vessel of importance can pass through 

* The charge for towing a vessel of 200 feet or over from the Lake to the mouth 


of the Sanitary Canal (six miles) and return is $150.00. River insurance will be 
considered in a second article. 
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the South Branch of the Chicago River without a tow; (4) when 
the velocity of the current shall be increased, the difficulties of 
navigation will be heightened; and (5) were it possible to tow the 
large lake freighters through a channel as long as that of the Chicago 
River and Drainage Canal, the expense of towage, of hull and 
cargo insurance, would make it unprofitable. 


It is sometimes assumed that if lake vessels could not navigate 
the Lakes-to-the-Gulf Waterway, the river vessels at least could 
ply on the lakes. The river vessels might pass through the canals 
and the lakes to Buffalo, it is thought, saving transshipment. 

Concerning barge traffic the following dimensions may be com- 
pared with those of the Drainage Canal and the Chicago River. 
The barge fleets that plied between St. Louis and New Orleans 
from the eighties to 1903 were commonly towed with two and three 
barges abreast, the tow having a width of 108 feet and a length of 
goo feet. The model barges were 36 feet in beam. There is width 
for only one of these in the Chicago River and Drainage Canal. 
The “‘Steamer Sprague” and her tow of coal boats on the Ohio and 
Mississippi rivers sometimes has a width of 312 feet and a length 
of 1,132 feet.‘ These dimensions show the limitations of the use of 
barge lines in canals and narrow rivers. The large cargo of a river 
fleet of barges cannot be borne through such a channel as the 
Chicago River. 

Concerning the use of river craft on the lakes, it is to be remem- 
bered that a rough sea is not only obstructive to such navigation; 
it is prohibitive. The successive waves of even a light gale would 
sink a river steamer. 


Having noted some of the difficulties that lake vessels would 
meet in attempting to navigate the Chicago River and the Drain- 
age Canal, and having seen the limitations of river craft on open 
waters, it is necessary to study finally the possibilities of using 
ocean and Gulf vessels on the proposed water route. 

The draft of the ocean and Gulf vessels may be indicated by the 
following record. For the month of March, 1910, the arrivals and 


1H. Doc. 492, 60th Cong., 1st sess., pp. 18-19. 
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departures of the port of New Orleans numbered 207. The least 
actual draft was 11 feet, the greatest 28 feet. The number of 
vessels that drew 11 feet and less than 14 was 72; the number that 
drew 14 feet and less than 20, was 70; the number that drew 20 
feet and less than 24 feet, was 52; the number that drew from 25 
to 28 feet was 13." Many of these vessels of lighter draft are 
unimportant craft that ply only to near-by Gulf ports. Even of 
tramp steamers on the Atlantic few draw less than 19 feet, and of 
course the larger tramps and the regular liners draw from 25 to 35 
feet. Some of the world’s largest steamers draw more than 35 feet. 

Many of the vessels that enter the port of New Orleans could 
navigate the present channel of the Mississippi River for at least 
300 miles. There is now and has been since 1go1 a channel 30 
feet in depth from the head of the passes to Red River Landing, a 
distance of 320 miles. Also during from five to eight months in the 
year there is a channel 14 feet in depth from the mouth of the Red 
River to Cairo.? In other words, there is a channel for 245 miles 
above New Orleans deep enough and wide enough to accommodate 
all of the ocean vessels that cleared at that port during March, 1910. 
And yet none of these vessels go up the river. There is also depth 
enough to allow 72 of the 207 ocean vessels to visit Memphis or 
Cairo for five months in the year. 

Why ocean vessels do not navigate the part of the Mississippi 
that has sufficient depth is not difficult to understand. The busi- 
ness man would sum it up by saying, “It will not pay.” Only a 
few of the more obvious difficulties need be set forth. 

The Special Board of 1909, in its report, makes the following 
statement: 

Large, deep-draft, heavily loaded boats are unwieldly, especially when 
trying to back against the current; and when coming downstream such boats 
cannot be handled safely except in wide, deep channels, such as are far greater 
than can ever be expected in the Mississippi River above the mouth of Red 


River. While an ocean steamer might safely go slowly up the Mississippi 
against the current with a draft somewhat less than the channel depth over 


* From a list prepared and sent to the writer by Mr. Tiley S. McChesney, assistant 
secretary and treasurer, Board of Commissioners, port of New Orleans. 


*H. Doc. 50, 61st Cong., 1st sess., p. 336. 
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its bars, it is very doubtful whether it could ever get down the river with safety 
except during high freshets when all bars were deeply submerged." 


It is more economical for large ships to unload their entire cargo 
at one port than at several. The daily expense of one of these 
vessels is so great that they must avoid delays in loading and 
unloading whenever possible. Moreover port facilities on the 
Mississippi for ocean vessels could be constructed only at pro- 
hibitive costs.? 

The imports at New Orleans are sent to a wide area ranging 
from points in Florida and Georgia to points in the northwestern 
and western parts of the United States. If this freight were carried 
by ocean vessels to St. Louis or Chicago, much of it would be 
reshipped, and the saving in freight charges would not be sufficient 
to compensate ocean vessels for the inland trip. Similar conditions 
exist concerning exports. The difference in the cost of collecting 
freight at St. Louis, for example, and the cost of collecting it at 
New Orleans would not be sufficient to pay river charges from 
St. Louis to New Orleans. 

If there were no other reason why ocean vessels would not use 
the improved Mississippi, the very cost of navigation on a long 
treacherous channel by a seaworthy vessel would be prohibitive in 
competition with American railway rates, or with barge rates. The 
average cost of constructing an ocean vessel is $71 for each ton of 
freight carried. For lake vessels the cost is only $41.50, and for a 
Mississippi River steamboat and 10 barges carrying 10,000 tons of 
freight the cost is only $12 per ton of freight carried.’ 

Moreover, the lower speed of ocean vessels on inland channels 
increases the cost. If an ocean vessel could make six miles an hour 
on a trip from New Orleans to St. Louis, against the current, four 
miles an hour through the three canals and six locks past some 
thirty drawbridges from St. Louis to Joliet, and three miles an 
hour through the Drainage Canal and Chicago River past forty- 
one drawbridges from Joliet to Chicago; if this speed could be 


*H. Doc. 50, 61st Cong., 1st sess., p. 336. 
2 See above, Section II. 
3H. Doc. 50, 61st Cong., rst sess., p. 24. 
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made with no stop for coaling, unloading, or fogs, the time required 
to make a round trip between New Orleans and Chicago would 
be more than twenty-four days. 


It is sometimes said that the United States needs a deep water- 
way from the Gulf to the lakes through which to send battleships 
to meet the English navy on the lakes, in the event of war with 
Great Britain. Senator William Lorimer recently said: 


Great Britain has the St. Lawrence River that she can pass half her navy 
through. Coming through the St. Lawrence, they have fourteen-foot locks 
at all their falls. When war is rumored, and war is always rumored before it 
is declared, they can harbor half of their fleet on the St. Lawrence River, and, 
in twenty-four hours cross Lake Ontario. Here they have the Welland Canal, 
and in less than a week they can place that fleet upon the Great Lakes, and 
threaten, and destroy if they please, the commerce of these lakes; the com- 
merce of the Great Lakes is the greatest commerce upon the face of the earth." 


It would hardly seem necessary to call Mr. Lorimer’s attention 
to the fact that modern battleships cannot navigate channels four- 
teen feet in depth, but as an example of how unwittingly people 
speak concerning the Lakes-to-the-Gulf Deep Waterway a quota- 
tion from Mr. Truman H. Newberry, secretary of thé navy of the 
United States, may be given. He recently wrote: 

Taking the “Vermont” as a typical modern battleship, it is possible, but 
would be exceedingly difficult and expensive, to reduce the draft by removing 
all of the movable weights on board, the secondary and auxiliary batteries, 
coal, etc., to about 21—6, mean draft. In removing these weights, however, 
the tendency of the ship would be by the stern, the amount of which could be 
determined by exact calculations, but roughly 23’ would be considered a 
reasonable minimum.? 


It may be added that this statement had reference to salt water, 
and that a draft of more than 23 feet would be required in fresh 
water. From this it is seen that the navy of the United States 
could not be floated on a 14-foot channel. 

Mr. Robert Isham Randolph, secretary of the Internal Improve- 
ment Association of Illinois, in a recent address before the General 


* Address before the Committee of the Whole in the House of the Forty-sixth 
General Assembly of Illinois, May 6, 1909. 
2 From a letter to Mr. Robert Isham Randolph. 
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Assembly of Illinois, said in regard to the English navy entering 
the Great Lakes through the St. Lawrence System: 

Brassey’s Naval Annual for 1908 gives a list of the ships in the British navy. 
Of these not one single armored ship is small enough to get through these locks. 
The only ships in the entire British navy whose dimensions are small enough 
to admit of passage through these locks are torpedo gunboats, twelve in 
number, and the heaviest fighting equipment carried by any of them consists 
of two 4.7-inch guns and five six pounders. 

These statements show the impossibility of sending either the 
navy of the United States or that of England to the Great Lakes 
via a 14-foot channel. Moreover, if the English fleet should ever 
head for the Great Lakes through an improved channel, it would 
require only a short time to place land artillery at some vulnerable 
point to sink England’s proud fleet. England, of course, would 
not risk her navy in the Welland Canal (were it improved) during 
a war with the United States. 


WriiiiamM A. SHELTON 
Cuicaco, IL. 





THE TRUST PROBLEM—PREVENTION VERSUS 
ALLEVIATION'* 


For something over two decades we have had on the statute 
books of this country a law which forbade all combinations in 
restraint of interstate commerce. During the greater portion of 
this period, too, most of the states have had laws which distinctly 
forbade the formation of trusts and monopolies. Taken together, 
this legislation, not to mention the common law, would appear to 
cover fairly well the possible field of trust activity. What has been 
the result? Occasionally one of these combinations has been driven 
from a state or obliged to dissolve, but sooner or later there was 
usually discovered an organization which, however different in 
outward appearance, still behaved in a manner most suspiciously 
like the old banished trust. In fact, not only were the old trusts 
not effectually broken up after the passage of this legislation, but 
new trusts were formed more rapidly than ever before. Thus we 
may fairly say that, up to last year, the trusts, after twenty years 
of laws which were supposed to annihilate them, had become more 
numerous, stronger, and more firmly intrenched than ever before. 
Last year, among others, two of the most prominent of these trusts 
were declared illegal and they are now being broken up into parts. 
Yet there are many who, in view both of past experience, and of the 
apparent opinion of the business world so far as reflected in the 
stock market quotations for securities of these trusts, are pessimistic 
enough to assert that this time too we shall obtain only another 
change of form. Moreover, there are still others who declare that 
even if the purpose of the law be at last attained, nevertheless the 
whole policy of annihilation which underlies our laws is wrong and 
should be reversed. In view of these circumstances is it not time 
toinquire: Are we going at this problem in the right way > Whether 
we agree that the policy of annihilation is right or that it is wrong, 
in either case this question should be raised. If the policy is wrong, 
why is it wrong and what other policy should be adopted? If it 

* A paper read before the Western Economic Society at Chicago, March, 1, 1912. 
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is right, why has it not accomplished more, and by what other 
method of procedure can we hope to secure better results ? 

Far be it from me within the limits of this paper to attempt to 
give a complete answer to either of these questions. I do wish, 
however, to suggest certain points which seem fundamental in any 
consideration of these questions—points which as yet have not 
received sufficient recognition in the general discussion on this 
subject, although they involve questions the decision of which must 
be a preliminary to any detailed plan of attacking the problem. 

First of alli—and this is really the chief point which I have to 
make—I submit that any plan for solving the trust problem, if we 
are to secure substantial and lasting results, must be based on 
preventive rather than alleviative methods. The suggestion is 
such an obvious one that I should hesitate to occupy time with it 
were it not for the fact that the point has been so commonly ignored. 
The whole trend of development in the study of such subjects as 
medicine or criminology is to emphasize the importance of pre- 
ventive measures in contending against the evils with which they 
deal. If the country is threatened with a plague we are not 
satisfied to wait until a person is stricken and then send him to the 
pest-house: we try to prevent it in the first place. In the case of 
the trust evils, on the other hand, we sit calmly down and wait until 
it is supposed that a trust has gained possession of an industry. 
In the course of time the administration may conclude that the 
trust ought to be sent to the courts for treatment. The courts 
spend from one to five years deciding whether they have a right to 
treat the case. Then, if perchance that point has been decided in 
the affirmative, the court either fumigates or dissects according to 
circumstances. In the meantime, while this procrastinating pro- 
cess is being worked out, the community has suffered from the con- 
tinued gathering in of monopoly profits by the trusts; the infection 
has spread, and more cases of the evil have broken out in the form 
of new trusts in several other lines of industry. Is there any other 
field of science in which we go at the task of remedying an evil in 
such a backhanded and antiquated manner? No wonder so little 
has been accomplished. No wonder the trusts have waxed stronger 
and the problem seems as far from solution as ever. What more 
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could we expect from such a method of procedure? True, the 
passing of laws saying that the trusts shall not exist may alleviate 
the trouble, provided the laws are enforced; but I repeat, we can 
never effectively and permanently get rid of the evil until we adopt 
methods which are preventive. 

A resort to preventive methods involves a careful study and 
investigation of the problem. Doubtless this is one reason why 
such a method has not been resorted to before, for legislators are 
seldom inclined to give such a question the amount of study which 
it requires: it is so much easier to draw up a statute simply for- 
bidding the existence of the evil. Such an investigation means 
getting at the roots of the evil and attacking it there. This 
necessitates an analysis of the causes for the growth of trusts, the 
point to which I now turn. The great light which such an analysis 
throws on the methods of procedure in attacking this problem, and 
especially the light which it throws on certain tendencies in much 
of the recent discussion which I cannot but consider as misdirected, 
will well justify some detail. Since among these mistaken tend- 
encies there is found the very natural one to overemphasize 
certain of the more immediate causes while neglecting the others, 
we will start our analysis by attempting to distinguish between the 
more obvious and immediate causes and those which are more 
underlying and fundamental. 

The latter group of causes may perhaps be classified under three 
heads, given in the order of their importance: (1) the desire to 
secure the exorbitant extra profit above the normal which comes 
with the power of monopoly; (2) the effort to save the excessive 
wastes of competition; (3) the wish to obtain the advantages of 
large-scale production. Fundamentally, the trust movement is the 
resultant of these causes working themselves out under the con- 
ditions which prevail in modern capitalistic industry. Just what 
those conditions are it is desirable to examine for a moment, so that 
we may determine more exactly the forces against which we shall 
have to contend if we would destroy the trusts. 

A brief glance at the changes in the organization of industry 
which have taken place during the nineteenth century will make the 
situation plain. A steady widening of the market due to improved 
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means of transportation has made possible a larger scale of pro- 
duction and this growing scale of production has been furthered by 
the rapid introduction of machinery, for machinery is only economi- 
cal when used on a relatively large scale. Where this situation 
existed the corporation was introduced as the prevailing form of 
business organization, since it better than any other form facilitated 
the gathering together of the large amounts of capital necessary 
and at the same time offered the most effective means of manage- 
ment. These things in turn set in motion tendencies such as the 
localization and integration of industry, which also facilitated 
concentration of control and combinations. Further changes were 
made in the corporation laws, many of them specifically designed 
to promote this tendency, the most important being the introduction 
of the holding company. The increasing size of the business unit 
brought about a steady decrease in the number of units and thus 
control of the output came to rest to a greater extent than ever 
before in the hands of a few. 

The characteristics of modern industry thus far noted chiefly 
serve to explain the growing scale of production. They are closely 
connected with the causes for the increased wastes of competition 
and the natural desire to save those wastes, to which we now turn. 

One important result of production on a large scale is the very 
small margin of profit per unit of product which results. When 
sugar is refined on a margin of profit of $ of a cent a pound or oil at 
$ cent a gallon and woolen cloth is manufactured at a margin of 
1 cent a yard, it is obvious that a very slight fluctuation in price 
means enormous losses or gains. Consequently it becomes all the 
more important to the producer to prevent those slight fluctuations 
in price to which the modern market with its sensitive organization 
is particularly susceptible, while at the same time the incentive to 
raise the general level of prices even a little becomes greater 
than ever. 

There are several features of modern industry which tend to 
cause some difficulty in bringing about the proper adjustment of 
demand and supply and hence tend to create these fluctuations in 
price. The modern market is much broader than formerly and 
hence more difficult to forecast. The processes of production are 
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more roundabout and require a longer period of time, which again ° 
makes it more difficult toforetellmarket conditions. Alsospecializa- 
tion has made the processes more interdependent and complicated 
so that the need of careful control and adjustment is correspond- 
ingly increased. Still another difficulty arises from the use of ever- 
larger quantities of fixed and specialized capital which when once 
invested in an industry cannot be withdrawn without very heavy 
losses. As a result, when profits fall below the average, competition 
becomes the more severe and the losses so much the greater. All 
these features of modern industry, it will be seen, only work to 
enhance the desirability of securing control over the industry, if for 
no other advantage than better adjusting the output to the market 
conditions. eas 

~To-sum the matter up se have in modern capitalistic industry 
tendencies toward a widening of the market with increased localiza- 
tion and integration and a steadily enlarging scale of production 
accompanied by a growing fierceness of competition. The larger 
the concerns, the smaller their number, the greater their resources 
for carrying on a fight, the bigger the prize which goes to the 
winner, and consequently the fiercer the competition and the more 
excessive its wastes. Add to this the difficulties arising from the 
small margin of profit, the more complicated and prolonged indus- 
trial processes, the wider market, and the large use of fixed capital 
—difficulties which still further increase the competition-and- losses 
and offer all the more incentive to combine for purposes of control 
—and finally add the extra gain which comes from the power of 
monopoly to extort exorbitant prices, and one understands the 
forces which are fundamentally responsible for the modern trust 
movement. *“Fhe-points here suggested are not particularly novel 
but they need to be emphasized, for they are the forces against 
which we must contend if we would destroy the trust. These 
forces, however, cannot be held chiefly responsible for every trust, 
though they unquestionably explain the basis of the general 
movement. The reason for many trusts may be found in more 
immediate causes, which, for the very reason that they are more 
immediate and obvious, have often appeared, to the public eye at 
least, as even more important. The more prominent of these may 
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perhaps be classified into three groups: (1) the profits of promotion; 
(2) special privileges; (3) certain methods of competition. They 
will be taken up in order. 

It is doubtless true that a considerable number of trusts owe 
their origin to the profits which it was expected would accrue to the 
promoter who undertook the task of organizing the trust. This 
was especially the case in the promotion which went on during the 
years 1898 to 1901, when the money market and other conditions 
were particularly favorable; but it is not likely that we shall soon 
see a recurrence of suchanera. There can be no question, however, 
that the lax corporation laws, many of which appear to have been 
especially designed to meet the promoter’s needs, did enable him 
to make certain gains and to dispose of the securities put out at a 
somewhat higher price than would otherwise have been possible. 
Still, it must be borne in mind that the more fundamental causes for 
the growth of trusts were really at the bottom of even these gains. 
It was primarily because people believed in these advantages of 
large-scale production, the saving of the wastes of competition, and 
the extra profits of monopoly that the promoter’s gains were 
possible. Had the laws been more strict certain opportunities for 
profit would have been cut off and others lessened so as to reduce 
them to a more legitimate basis, but the fundamental causes would 
have still remained. Thus at best this is only a minor cause for 
the growth of trusts. 

Most prominent among the second group of more immediate 
causes for the growth of trusts—those which I have called special 
privileges—are railroad favors, tariff duties, and patent rights. 
In former years railroad favors of one sort or another were doubtless 
given to many of the trusts. From time to time announcements 
have been made that these discriminations had been abolished; but 
frequently, as some later special investigation or prosecution 
revealed the facts, it has been found that they still existed. How- 
ever, the evil is undoubtedly much less frequent than formerly and 
today is at best but a minor factor. The tariff is probably of more 
importance as an aid to the trusts, though I am inclined to believe 
that its influence has been considerably exaggerated. Probably 
its chief effect is in enabling trusts, most of which would exist in 





580 JOURNAL OF POLITICAL ECONOMY 


any case, to exact somewhat higher prices for their products than 
| would otherwise be possible. It should be noted, however, that it 
‘is net-the reasonably protective tariff; just equaling-the-difference 
' between _the-costs-of production in-two-countries,-but the over- 
\protective tariff which offers the chief incentive for the formation 
jof trusts. It is because the duties are often so-mueh-higher than is 
necessary to maintain the industry that overproduction ensues and 
the domestic manufacturers are led to combine so as to secure the 
high profits made-possible by the tariff. To enact duties of this 
character is to do nothing less than to offer a reward for forming a 
trust. The importance of patent rights as a basis for trusts 
probably deserves more attention than it has received. We must 
recognize, of course, that the patent itself is a monopoly created for 
the public benefit. But it was not until recent times that the 
patent right on some important machines was bought up and left 
unused so that no rival could get it, or was employed to hold up a 
whole industry as in the system of leases of the United Shoe’ 
Machinery Company, or that it became a weapon for forcing the 
formation of a pool or association in an industry as in the case of 
the “bathtub” trust. The theory of public welfare underlying the 
gift of patent rights certainly never contemplated their use in such 
ways as these. 

The third group of minor causes for the growth of trusts includes 
certain methods of competition, notably factor agreements and dis- 
criminating prices. Under such an agreement the manufacturer or 
wholesaler may sell his product on condition that the price which 
he fixes be absolutely maintained, or on condition that the retailer 
shall not deal in the competing product of any rival, or perhaps 
that he shall not sell such rival product below a certain price. 
Any concern putting out a product for which there is a considerable 
demand can use this system, especially the latter form, against its 
rivals with tremendous power and effectiveness. The practice of 
discriminating prices—fixing low prices, often less than~cost,-in 
sections where a rival product is sold; and making up the loss by 
selling-at-a high pricé in other sections—is also a powerful weapon 
for building up and maintaining monopoly control. Wher used-by. 
smaller concerns similar methods appear to be simply a normal form 
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of competition; but when a concern has attained large proportions 
or has once intrenched itself in an industry these methods backed 
up by the power of large capital prove to be a most destructive 
force—witness the Tobacco Trust. An independent concern, no 
matter how efficient, will hesitate long before subjecting itself to 
the enormous losses which inevitably follow any attempt to force 
the trust from its stronghold. 

“Closely connected with this is the power exercised by control of 
credit which is sometimes declared to be an important weapon of 
the trust. On this point it is impossible at present to speak 
decisively. Information is very difficult to obtain and usually 
conflicting. ‘There is some reason to believe that a large concern 
with the close financial alliances which ordinarily accompany it 
may occasionally find itself in a position where it can control the | 
credit obtainable by a rival at some crucial moment and through, 
the power thus obtained may force that rival to capitulate, often | 
‘at a heavy loss, as in the case of the Pennsylvania Sugar Refining 
Company. There may not be a money trust but apparently there 
are times when the power of centralized control over large masses | 
of capital proves of great advantage to a big corporation. -Qur. 
present information, however, would not justify us in considering 
this a factor of appreciable importance in the growth of trusts." 

Having now completed our survey of the causes for the growth 
of trusts we may well stop and ask, What of it all? The analysis 
itself cannot be said to have disclosed anything startlingly new but 
it may be justified if it leads to some definite conclusions. It is 
believed that if we are to adopt preventive methods in our attempt 
to solve this problem, this analysis does lead to certain conclusions 
as to the. best line of procedure which are of fundamental 
importance. 

The first point to which I would ask your attention is one which 
I conceive to have been the cause of very widespread confusion in 
the discussion of this subject: the failure to see that we have really 

tLet it be noted, however, that in the case of these practices as well as in the 
case of the other causes for the growth of trusts I am not pronouncing on their 
desirability but simply pointing out their importance in furthering the organization 
of trusts. 
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two problems to deal with, the corporation problem and the trust 
problem. These are two separate and very distinct questions. 
The heart of the trust problem, as I view it, centers about the con- 
trol of monopoly price; the corporation problem, on the other 
hand, is primarily concerned with maintaining proper relations 
and protecting the respective rights of the officers, creditors, and 
investors in such a form of corporate organization as shall prove 
suited to the real needs of modern industry. It is frequently 
asserted that if we could once prevent stock-watering, control the 
issue of securities, and better supervise the. operations of the 
promoter either by federal incorporation or otherwise, then the 
trust problem would be solved. The explanation for the confusion 
on this point in so much of the current discussion is to be found in 
the fact that many of the trusts afford the most notorious examples 
of these corporation evils. But this overlooks two things: first, 
that these evils are quite as common among corporations which can 
make no pretense to monopoly; second, that there are many trusts 
which either have never been responsible for these corporation evils 
or have never taken the form of a corporation at all. Therefore 
I beg to submit that, on the contrary, you may totally abolish all 
the evils of the corporation, stock-watering, manipulation, defraud- 
ing creditors, injuring minority stockholders, excessive promoters’ 
profits, and all the rest, and you will still have the problem of 
trusts on your hands. Conversely, if you were so successful as to 
abolish all the trusts in creation, you would still have to face these 
evils which are due to our lax corporation laws. If we wish to 
progress in our discussions of the trust question, it is time we began 
to discriminate between these two problems. 

In saying this, however, I do not wish to imply that there is 
no connection between the two. And here is where our previous 
analysis helps us. As that analysis indicates, the opportunities 
for capitalizing and obtaining the profits of monopoly are made 
easier by our corporation laws, and the profits of the promoter are 
among the causes for the growth of trusts. Even more important, 
however, is the device of the holding company. A reform of our 
corporation laws which regulated these abuses would therefore aid 
in a solution of the trust problem. But inasmuch as our analysis 
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showed these to be among the less important causes for the growth 
of trusts, it is clear that such remedies could play only a very minor 
part in helping us out of our difficulties. 

A second conclusion to which I would draw your attention is 
that certain of the causes which lead to the growth of trusts are 
causes which may lead to a desirable form of growth—a growth 
based on social efficiency. Thus the advantages of large-scale 
production and at least many savings of the excessive wastes of 
competition, to mention the most prominent, are socially desirable. 
In so far as trusts have grown up based on these causes they are in 
a position where, potentially at least, they can serve the public 
better than anybody else. It does not necessarily follow that they 
do so, but we should recognize the possibility. There is, I believe, 
this element of good in nearly every trust; it may be very small in 
most, but I believe it is there. It is hardly likely that so funda- 
mental a tendency in the organization of modern industrial society 
as this would be without some element of value in it. 

The present anti-trust law, even under the recent rule-of-reason 
interpretation of the Supreme Court, adopts a policy of destruction 
of all trusts declared unreasonable. In the eyes of the law all 
trusts are either black or white—there is an underlying assumption 
that a trust is either reasonable, in which case it is let alone as being 
altogether good, or it is unreasonable, in which case it is destroyed 
as altogether bad. What proof have we that this assumption is 
correct? In fact, our analysis has shown there is every reason to 
believe that in most cases it is incorrect. I conclude, therefore, 
that we should draw our line of distinction, not between so-called 
reasonable trusts and unreasonable trusts, for that method can 
only give the most crude results, if indeed it has any desirable 
results, but rather between causes of growth which are based on 
social efficiency and lead to socially desirable results and those 
which do not lead to survival through efficiency. In other words, 
we should apply to each of the various causes which our analysis 
revealed this test: Does it lead to a growth based on superior 
efficiency in serving the public? If so, let the trust grow 
unhindered so far as this cause is concerned; but if growth is not 
based on social efficiency, then take measures to do away with the 
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cause. In that way we should put into operation a socially select- 
ive force which would strike at the real roots of the evil in a 
discriminating manner. 

If, as some claim, all the trusts are based on some special 
privilege or unfair method of competition, then this method of 
procedure would eliminate them all and, what is more important, it 
would prevent such trusts from coming into existence in the first place. 
On the other hand, if, as many believe, there is an element of good 
in the trust, we should at least give it a chance to show itself. In 
case any trusts survived or new ones grew up, we should know that 
it was because they were socially efficient. We should at least have 
the satisfaction of feeling that we had not summarily cut ourselves 
off from possible advantages by destroying the whole structure 
because we did not like certain of its aspects. In short, we should 
try reformation, not annihilation—and reformation which starts 
with preventive methods, that discriminate between what is 
potentially good and what is potentially bad. The advantage of 
this line of attack is that, whether you believe the trusts to be 
partly good or altogether bad, in either case such a method is the 
most effective for securing the desired results. 

This conclusion is further strengthened by reasoning from yet 
another point of view. For does not our analysis of the causes for 
the growth of trusts suggest that the problem of the modern 
industrial trust has features which are strikingly similar to those 
of a problem which we have met with elsewhere? In fact, if we 
will but recognize the real nature of our problem and then look 
about, I believe we can discover excellent precedents to guide us. 

The search will not carry us far, for we shall at once find that 
fundamentally there is a very close resemblance between the 
economic conditions which prevail in an industry where the trusts 
have developed and the situation which exists in such industries as 
railroads, gas, electric light, and telephone. There we find that the 
scale of production which is most efficient is often so large that one 
concern will supply the whole market; the wastes of competition 
are so excessive as to make competition undesirable if not intoler- 
able. There, too, we see the influence of the same small margin of 
profit, the same large amounts of fixed capital, and the same need 
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for adjustment of output to market conditions. Not only are there 
these striking similarities in fundamental conditions, but also in 
immediate causes there is a marked correspondence. We discover 
in these industries too the influence of overcapitalization and 
promoters’ profits; we find special privilege in franchises and other 
favors; we recognize in railroad rebates and discriminations a 
strong resemblance to trust methods of competition. Admittedly 
these industries are cases where the process has gone farther and 
the characteristics are more marked, but the difference, I am 
confident, is one of degree, rather than kind; fundamentally they 
are essentially the same. And why not? Is it not within the 
bounds of the conceivable that a situation might arise where one 
telephone company could supply the whole country as well as a 
whole city, at a lower cost and with better service than several 
companies? Is it not also possible that one oil company with 
its great system of pipe lines and refineries could do the same in the 
case of oils or a steel company in the case of steel? I do not say 
that such is the case; I do not know; we have not facts enough to 
tell as yet. It is at least suggestive, however, that the most 
thorough investigations yet made—those of the Bureau of Cor- 
porations—report that the large concerns which dominate the oil 
and steel industries are able to produce at lower costs than any 
independent. True, this may not be transmitted to the public in 
the shape of lower prices, but our point rests on simply showing 
the existence of a potential social gain. If, then, our analogy is 
correct and we have such a precedent, why should we in the case 
of the trusts adopt methods of procedure so diametrically opposed 
to those in the other case? Why annihilate the trust and regulate 
the gas company? Conversely, if we split up the trust into parts, 
why not do the same with the gas company? If we have aban- 
doned the policy of compulsory competition in favor of regulation 
in one case, why not in the other? It may be replied that in the 
case of the railroads we have not altogether done this. Yet 
economists are agreed that the policy of forbidding railroad pools 
is a mistake, and only aggravates the evils it was intended to 
remedy. Itis but a relic of the same policy of enforcing competition 
which now underlies the anti-trust laws, a policy whose advocates 





586 JOURNAL OF POLITICAL ECONOMY 


seem to have forgotten that competition originally was looked upon 
as only a means to an end, and now regard it as an end in itself, 
apparently oblivious of the fact that it does not under all conditions 
work out so as to attain the consequences really desired. Finally, 
if still further evidence be needed, we have but to compare the 
results obtained in these industries under the policy of regulation, 
and those obtained under the anti-trust law. That regulation has 
results to its credit quite beyond any possible claim of the alterna- 
tive course of procedure is so obvious as to make discussion of the 
point superfluous. Such being the case, why not adopt the method 
which precedent shows will best accomplish the desired end? Thus 
from still another point of view our analysis of the causes for the 
growth of trusts and the example of successful precedent only lend 
additional weight to the conclusion that the “trust-busting”’ policy 
should be abandoned in favor of trust regulation. 

Let me emphasize the point, however, that this does not mean 
that we should be satisfied with a plan such as will simply regulate 
the trusts which may grow up or are already in existence. 
Undoubtedly this alone, carried out perhaps through the agency 
of a trade commission similar to the public utility or interstate 
commerce commissions, would be distinctly more desirable and 
eminently more effectual than the present policy. But a trade 
commission in itself is hardly sufficient; and, as our conclusions 
show, it must be supported by measures designed to exercise 
discriminating prevention in the first place. When we combine 
these two lines of attack the number of trusts left to regulate will 
be greatly reduced, and the problem of regulation vastly simplified. 

Still another conclusion may be drawn from our study of the 
causes for the growth of trusts. This is that the question of trusts 
is complicated and that there is no one panacea, if we could but find 
it, which would settle all our difficulties at once. The simplest and 
most sweeping method—that of legislative abolition—we have 
tried and it has failed. The trust problem is so firmly rooted in 
our present industrial system that we must attack it from many 
sides at the same time, whether we desire abolition or regulation. 
Abolition of the overprotective tariff, reform of corporation laws, 
federal incorporation, an industrial trade commission—any one of 
these alone will never get us out of our difficulties. . 
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It will be noted that I have not yet once touched upon the legal 
difficulties involved. First we must decide in what direction to 
proceed. But once that is settled, there still remains the problem 
of devising legislation which will be effective and at the same time 
harmonize with the constitutional limitations and divided juris- 
dictions of our federal system of government. Not until we 
appreciate the real complexity of the problem can we hope to 
obtain effective and permanent results. To point out the details 
of such a plan cannot be undertaken here, even if I were prepared 
todo so. It is believed, however, that in the analysis of the causes 
for the growth of the problem can be found an indication of the 
direction in which to proceed if we would effectually rid ourselves 
of its evils. The thing of first importance is to get started in the 
right direction. It is toward that end that this discussion has been 
primarily directed. 

To summarize the main conclusions: 

1. Any attempt at an effective solution of this problem must 
resort to preventive rather than alleviative measures. This 
involves a study of the causes for the growth of trusts. 

2. Such a study shows that the trust problem is separate and 
distinct from the corporation problem, and that the reform of 
corporation evils would have but slight influence on trust evils. 

3. It also shows that (a) since the trusts may have an element 
of good in them which would be destroyed under the present policy 
of annihilating unreasonable trusts, and (5) since the trusts show 
many characteristics which closely correspond to those prevailing 
in industries controlled by public-service corporations where (c) 
a policy of regulation has accomplished so much more; therefore, 
we should inquire whether a policy of regulation discriminating 
between trusts and trust evils, and based on preventive methods, 
should not be substituted for our present indiscriminate, purely 
alleviative, and generally ineffective policy of destruction and 
enforced competition. 

4. Finally, it shows that the problem is deep rooted and many 
sided, and that whatever policy is adopted we cannot hope to find 
any simple panacea which will abolish all the evils at one stroke. 


CHESTER W. WRIGHT 
THE UNIVERSITY OF CHICAGO 
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More than two decades have passed since the enactment of the 
Sherman Anti-Trust law, and during that time many different phases 
of experience under it have succeeded one another. The act has not 
been amended, although changes in its working have been brought 
about by legislation on related subjects. : The measure has been 
enforced only sporadically and today the question is still urgent: 
What shall be done with the law? So unsatisfactory has it been, 
to all appearance; so general has been the demand for something 
to take its place; so extensively have “trusts” and combinations 
of capital developed in spite of its existence, that future students 
of American economic history must inevitably be surprised at the 
apparent inability of Congress to do anything that would remedy 
what appears to be an intolerable situation, either by repealing 
an act which seems to have attained no object, or by correcting 
admitted defects in it. Before anything can be done toward 
changing the present status under the Anti-Trust law, it will be 
necessary, therefore, to understand why Congress does not act 
regarding it and what are the obstacles, apparently insuperable, 
that have so effectually blocked progress. 


I 


The fundamental reason why nothing has been done in Con- 
gress, with reference to improving the anti-trust situation, is that 
there has never been any consistent or satisfactory course which 
seemed available. On most subjects, at least two distinct policies 
are contending for a supremacy. Thus on banking we have the 
conflicting views of those who would establish co-operation or cen- 
tralization and of those who would continue the independent and 
highly differentiated system which exists at the present time. On 
the tariff question we have had throughout our history two clearly 
marked and opposed lines of policy. The same general distinction 
can be made in the case of nearly all of the conspicuous economic 

* A paper read before the Western Economic Society at Chicago, March 2, 1912. 
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questions of the present day. But when the trust question is 
approached, the record of vacillation and equivocation surpasses 
anything in American politics. During the past ten years, it 
has hardly seemed as if a consistent attitude could be maintained 
by the federal government from one year to another. 

Starting with the view that the Sherman act was nothing more 
than a mere expression of principle, to be considered rather as a 
theoretical statement of legal doctrine, of little more binding 
character than the aphorism that nature abhors a vacuum, or 
that all men are created equal, the federal administration under 
President Roosevelt passed to the use of the Sherman law as a 
means of expressing personal disapprobation, compelling campaign 
contributions, and visiting punishment upon undesirable citizens. 
The drawing of a distinction between good and bad trusts, such 
distinction to be invariably worked out in the office of the Attorney- 
General, was an incident in this process of development. This 
was followed by the strenuous suggestion that there be introduced 
into the Sherman law the word “reasonable,” so that only those 
combinations which were unreasonable should be subject to its 
pains and penalties. The so-called government supervision or 
registration plan, whereby concerns engaged in interstate trade 
should be registered with the Bureau of Corporations and thereby 
receive a tentative recognition from the government, furnishing 
meanwhile some data concerning their operations, was still another 
step forward, and represented the policy of the federal government 
at the closing of the Roosevelt administration. President Taft’s 
first suggestion was the passage of a federal incorporation bill. 
A draft of this bill, unofficially made public, showed that it would 
have provided for practically recognizing and establishing existing 
trusts, since they would have been allowed to obtain incorpora- 
tion, but without any adequate provision for the termination of 
their charters. So strong was the opposition and so severe the 
criticism visited upon this bill, that the President very wisely 
dropped it. Then ensued an era of apparently literal application 
of the Sherman act to combinations of various classes through 
suits directed at different types of concerns, and through the 
pressing of the Standard Oil and Tobacco suits to a successful 
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conclusion. This was in spite of the fact that Attorney-General 
Wickersham, soon after his appointment to office, had taken 
occasion, at a gathering of lawyers, to refer in critical terms to the 
decision of the lower courts in the Tobacco Trust case, and to 
express the opinion that it was probably not desirable to secure 
an extension of decrees like this one elsewhere. Coincident with 
these changes and shifts has been the constant announcement from 
the White House that the Sherman law itself must be left inviolate, 
amendments to it being not only undesirable but dangerous, while 
the fact is completely ignored that the adoption of federal incor- 
poration, demand for which has been this year renewed, would in 
itself be the most drastic and far-reaching modification of the law 
that could be conceived. 

With such shifts and changes in the White House, with popular 
education on the subject neglected or perverted, and with a law 
on the statute books which permitted much sound and fury on 
the stump, it is not strange that Congress has hesitated to act. 
Indeed it would seem that any action at a given session would 
have been followed by demands from the White House practically 
reversing such action within a year, if they were acceded to. This 
has not been a comforting prospect. When to this is added the 
fact that many special interests have grown up around the Anti- 
Trust law itself, it can be understood that action by Congress was 
largely out of the question. In a country with our type of govern- 
ment, far-reaching changes of law are obtained only through clear 
and strong presentation of distinct points of view. Refinements 
and subtleties twisting and turning ‘‘in many a backward streaming 
curve” have no place in political discussion, and when they are 
the staple of the argument, they will be disregarded. Particularly 
is this the case with legislation like the Sherman law whose lan- 
guage is “‘like a tale of little meaning though the words are strong,” 
and which offers to the stump speaker good mouth-filling phrases 
in lieu of the necessity of precise and more or less dry argument. 

The first political obstacle to the amendment of the Sherman 
Anti-Trust law therefore is the lack of consecutive presentation 
and advocacy of some plan of amendment for more than a year 
at a time. 





POLITICAL OBSTACLES TO ANTI-TRUST LEGISLATION 591 


II 


A second obstacle to the amendment of the act, of distinctly 
political character, is found in the circumstance that during the 
two decades of its existence strong, although obscure, special in- 
terests have grown up, whose interest it is to keep the legislation as 
it stands. An illustration of what is meant in this connection is 
seen in the fact that judicial interpretation has applied the law to 
labor organizations as well as to combinations of capital—whether 
rightly or wrongly I shall not now attempt to discuss. This is a 
situation which is naturally acceptable to employers. The large 
industrial trusts would doubtless prefer to get rid of the pains 
and penalties of the law themselves, even if in so doing they had 
to lose a weapon against trades-union bodies. But the case is 
quite different with the small or independent manufacturer who 
fears not only the manufacturing competitor possessed of large 
capital but also the labor union with which he must contend in 
order to obtain for himself the privilege of existence. While he 
recognizes the futility of the law in protecting him against capi- 
talistic aggression, and could probably be induced to permit or 
even support legislation changing the situation as it affects capital, 
he has a quite different point of view toward labor and labor 
organizations. He knows that the Sherman law has afforded a 
valuable means of checking some of the aggressive combined 
tactics of labor. He knows that in view of the present drift of 
things, it would be exceedingly difficult to secure the adoption 
of any legislation in the future which would confessedly and 
directly apply to such organizations. He therefore prefers to 
endure such harm as is directly traceable to the Sherman law, and 
to forego such additional kinds of protection or safeguard as he 
might obtain from a revision of the law, in order to retain a piece 
of legislation which he believes can never, in this aspect, be dupli- 
cated. It is a fact that whenever proposals have been made to 
amend the Sherman law in any of the ways already referred to, 
the interests which have been most in evidence at Washington 
have been the so-called small or independent manufacturers united 
for the purpose of preventing any action whatever. Thus united, 
they have been able to make a particularly strong impression upon 
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Congress because of their wide dispersal throughout the various 
congressional districts and because of the speciousness of the plea 
that it is this very class of independent or small manufacturers 
which the Anti-Trust law was intended to protect or relieve from 
undue or unfair competition no matter what might be its source. 
They have had merely to say the word and congressional com- 
mittees have hastened to refuse further serious consideration of 
distasteful bills. Other interests somewhat similar in character 
have sprung up, and are always ready to press their views upon 
Congress, so that it is as hard to change our anti-trust legislation 
as it is to alter the tariff, if not harder, owing to the fact that not 
all persons can be given the assurance that they will be equally as 
well off under the new constitutions as under the old ones. 


Iil 


The third and probably one of the most serious obstacles of 
political character to anti-trust legislation is the refusal of poli- 
ticlans to admit that the trust question is complex in its nature 
and can be dealt with only through action along a number of differ- 
ent lines. This refusal is due partly to positive misunderstanding 


or inability or unwillingness to reason upon the subject, but also 
in part to the existence of special interests tending to block the 
way to action in other directions. For example, take the question 
of the tariff.. Hardly anyone would deny that under certain 
conditions the tariff may be used as a most efficient agent to bolster 
up monopoly. Not more than a few persons would deny that in 
some instances, not necessarily to be named, existing rates of duty 
do thus serve as a support to monopoly. Yet it has never been 
practicable to secure any material tariff action designed to remove 
the aid to monopoly conditions inhering in present rates of duty. 
In its recent reports on the pulp and paper industry and on woolen 
goods, the Tariff Board, representing President Taft’s administra- 
tion, made no inquiry into the methods by which these industries 
are controlled, failed to trace the profits and dividends earned by 
the different concerns, and had nothing to say of the effect of 
combinations in fixing prices or of the relations of combinations 
to the tariff. This attitude has been observed for the most part 
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upon the floor of Congress, whenever tariff discussion has been 
active. In so-called “progressive” circles, there has from time 
to time been more or less vague talk about the existence of trusts 
that were aided by the tariff. But, in more than ten years’ obser- 
vation of legislative conditions at Washington, I have yet to wit- 
ness an occasion when it could clearly be demonstrated that changes 
in duty had been brought about, or had even been seriously pro- 
posed, by any influential group in Congress as a means of rectifying 
oppression on the part of industrial monopolies which were con- 
fessedly enabled to maintain prices through the imposition of high- 
tariff duties. The reason which has always been assigned for this 
refusal, and which has become practically classic, is that to attempt 
to attack a monopoly by means of alterations in tariff duties is 
practically to attempt to break it down by first breaking down the 
independent or smaller interests in the same industry. The 
question, of course, must occur to every student of the situation 
whether, under such conditions, it might not be desirable for a 
tariff-protected monopoly to safeguard itself by permitting the 
continued existence of smaller concerns which perhaps were con- 
trolled by it, but which in any case were allowed to exist in order 
to serve as an argument for the maintenance of the tariff system 
on its old basis. There can be no question that this subterfuge 
has served constantly to mislead many more or less well-intentioned 
legislators and to keep them from applying the corrective found in 
international competition at times when it would have served to 
put industrial conditions back into a more satisfactory state 
without further legislation or interference. 

Almost equal reluctance has been manifested by legislators 
toward any action looking to the correction of our patent system. 
The slightest examination of the present status as to patents shows 
that the patent system of the present day is hopelessly antiquated 
and ineffective. It is, and has been for many years, loudly crying 
for rectification. While foreign countries have adopted the so-called 
“working clause,” we have failed to do so, yet we have kept on 
bestowing patent monopolies and practically giving away our 
market without the legitimate requirements that goods shall be 
manufactured here. In the same way, we have permitted patents 
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to be bought up and renewed, notwithstanding that they were 
held idle, no use whatever being made of them except that of 
suppressing possible competitors who might otherwise have come 
in to cause trouble or afford a little wholesome competition. When- 
ever patent legislation has been proposed, it has been met by storms 
of protest from protected manufacturers owning and holding idle 
enormous numbers of competitive, or potentially competitive, 
patents. The protests have been couched in legal and technical 
language, and have oftentimes had at least a superficial justifica- 
tion. There has been fair reason to question whether bills that 
have been offered would really help, if passed; and whether, even 
if they did help somewhat in destroying or checking monopoly, 
they would not do more harm than good. Few members are willing 
to devote the time which is necessary to the understanding of so 
complex and technical a subject as that of patents, and the public 
at large has failed to recognize the superlative importance of the 
present application of the patent system in sustaining monopoly 
conditions. The consequence has been that nothing has been 
done, and evils have been allowed to perpetuate themselves to an 
indefinite degree without any correction from Congress. The 
little effort which was made in the first draft of the tariff act of 
1909 to remedy some of the most obvious defects of the patent 
system almost immediately flattened out, in response to vigorous 
effort by those who would have suffered from it. As a result the 
objectionable provision was promptly withdrawn and nothing has 
since then been attempted. 

The political reluctance shown toward dealing with tariff and 
patent questions in connection with the discussion of the trust 
problem must be considered in comparison with another tendency 
which has likewise been instrumental in deferring or preventing 
a proper treatment of this subject. I refer to the question of 
campaign contributions. On this point, of course, it is impossible 
to speak with the absolute certainty which may be felt as to the 
other two matters. Yet no close observer of politics can doubt 
that, during the past twenty years, no influence has more seriously 
retarded proper legislation on the trust question than the practice 
of soliciting and obtaining from capitalistic combinations large 
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sums of money to be used in political campaigns. This has pre- 
vented the active undertaking of prosecutions as well as the adop- 
tion of legislation. It should be admitted that some progress has 
been made toward the correction of the evil by the passage of 
legislation requiring publicity of campaign contributions and by 
the development of a healthy public sentiment on the subject. 
This, however, does not suffice to correct all the harm in the situa- 
tion, for the campaign-contribution influence still makes itself 
felt in obscure ways which are nearly as effectual as the old one. 
Sound legislation on the trust question will never be secured 
without full and complete publicity of contributions and without 
a much fuller enforcement than at present of the requirement 
that senators and representatives shall not accept retainers from 
concerns which are interested in legislation. 


IV 


The outcome of these and many other conditions of the same 
sort has been that legislators who wish to seem interested in anti- 
trust legislation have been inclined to devote themselves to more 
or less ingenious and elaborate propositions which, on the face of 
things, were unconstitutional or unworkable or injurious. Many 
bills of this kind have made their appearance. Some of them 
have prohibited long lists of acts common in business; and, had 
they been enacted, would probably have brought commercial 
operations to a standstill, unless indeed the new legislation were 
consistently violated by those subject to it either with or without 
the connivance of officers of the law. Others have attempted to 
throw elaborate restrictions about the control of stock and have 
sought to prevent so-called “interlocking directorates” from 
accomplishing anything, or perhaps have sought to destroy the 
existence of such interlocking directorates. All such bills have been 
subject to the severe and final criticism that they treated the 
symptoms and not the disease itself, and that in some cases the 
results which would have been produced by them would have been 
more injurious than the evils which it was sought to remedy. 
Sometimes this kind of legislation has proceeded from ignorance of 
the real nature of the trust question or inability to analyze the 
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subject. At other times it has been the outcome of a desire to 
confuse the situation and to attempt to pose as antagonistic to 
trusts though willing to give them free scope. Whatever the 
cause may have been, the result in every instance has operated to 
prevent the proper treatment of the subject and to confuse and 
distract public attention from the real issue. Strong language, 
tremendous penalties, sounding phrases, and strenuous threats 
have been the staple of anti-trust discussion. It has thundered 
in the index, but when it came to practical work the product has 
been pitiably meager. There is some ground for thinking that 
few politicians would be more regretful to see anything actually 
done with reference to the trust question than certain of those 
who are most earnest in demanding something. The trust question 
has been an exceedingly useful aid upon the stump and is now an 
almost standard element in every political speech. To lose this 
either by making the question concrete or by actually closing the 
debate would be a source of genuine regret to many who would 
hardly know what to tell their constituencies in future contests. 

It may fairly be concluded that there are, from the political 
standpoint, two principal obstacles to the attainment of any 
results on the trust question. The first is the lack of sincerity 
on the part of public men and the second is the lack of analytical 
power on the part of the public. A third may be added in the 
refusal of any existing interests to part with the slightest element 
of advantage they possess, even though by so doing they may con- 
tribute to the introduction of a new régime. Progress in Congress 
will begin when efforts to ‘‘solve the trust problem” cease, and 
when in lieu thereof there is accepted a program of specific and 
definite enactments upon each of which public opinion can be 
concentrated in the attempt to get a decision one way or the other. 
Under our present system of government, it is of little or no use 
to seek to deal with questions in the large or to pass statutes 
couched in vague general terms. Still less is it worth while to 
attempt to correct or abolish existing evils by remedial legislation 
expressed in terms equally vague and general. It is necessary 
to take up point after point as experience and business conditions 
demonstrate the desirability of action on these points. Thus 
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in the case of the trust question the demands of political expediency 
call for the abandonment of generalities and particularly of all 
effort to thrust the whole subject into the hands of an all-powerful 
commission. For this attempt should be substituted carefully 
worked out programs of legislation on the tariff, on patents, on 
campaign contributions, and on all other topics that have been 
found to be integral elements in the situation. On each of these 
should be offered definite enactments worked out with a view to 
the attainment of a specific result on a specific topic. There is 
nothing abstract or vague in this suggestion, as may be seen by 
the success which has been had in applying exactly this method 
in connection with the relation of the trusts to the railroad question. 
The rebate evil was long pointed to as a means of crushing com- 
petition and of building up monopoly. The correction of it was 
undertaken very late; but, so far as time has afforded the oppor- 
tunity, it has been effectual. Even more effectual results could 
be had in the other ways already suggested, and as these various 
kinds of action work together, the effect would be cumulative in 
bringing about an improved condition of affairs. It is likely that 
when the ramifications of the present trust system had been thus 
dealt with, the remaining and simplified core of the problem would 
be found to present few difficulties. At any rate, whatever these 
difficulties were, they would have the merit of being presented in 
simple and concrete form, and could thus be subjected to tests 
for the purpose of displaying in a definite form the views of the 
community with respect to them. That is not possible today. 
Everyone today admits that trusts are injurious, and ought to be 
abolished, or at all events that their evil practices and suppression 
of competition should be done away with. But rarely is it possible 
to get any consensus of opinion in a given case, with respect to the 
method of procedure. Nor is it practicable to secure any state- 
ments of opinion that are apparently based upon principles of 
law or of economics applicable to the actual problems involved in 
such given cases. The simplification of the question by dropping 
off all allied issues which can be disposed of in the way indicated 
would therefore be in itself one of the most important aids to the 
solution of the problem. Simplicity and straightforwardness are, 
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however, entirely antithetical to political considerations and the 
necessity for such a method of procedure in itself makes the situa- 
tion far more than ordinarily difficult from the political standpoint. 
Results will therefore be secured in proportion as public-spirited 
men, and organizations sincerely desirous of achieving results, 
cease to talk in general terms and concentrate their efforts upon 
specified reforms. The trust problem is not a “problem” in the 
proper sense of the word, but is a complex group of issues which 
must be dealt with singly if success is to be attained. 


H. Parker WILLIS 
Wasxincton, D.C. 





LABOR ORGANIZATIONS AND THE SHERMAN LAW’ 


I assume from the title given to this conference, and the very 
nature of the discussions which have taken place, that you con- 
sider it axiomatic that all combinations must be subject to regula- 
tion in the public interest. You recognize as a basic truth the 
statement of that judge “‘of great and enduring reputation” that— 


the effort of an individual to disturb this [the social] equilibrium can never be 
perceptible, nor carry the operation of his interest or that of any other indi- 
vidual beyond the limits of fair competition; but the increase of power by 
combination of means, being in geometrical proportion to the number con- 
cerned, an association may be able to give an impulse, not only oppressive to 
individuals, but mischievous to the public at large; and it is the employment 
of an engine so powerful and dangerous that gives criminality to an act which 
would be perfectly innocent, at least in a legal view, when done by an individual.? 


I observe that you have, however, devoted your thought 
exclusively to the activities of business combinations. Let me in 
the brief interval that I may take from your indulgence direct your 


attention to no less powerful forms of association operating in the 
same field and affecting no less frequently and seriously the course 
of trade, and no less effectively, and obviously, the freedom of the 
trader. I refer to the great combinations of labor, as potent for 
good or evil as corporate forms of association and coextensive with 
them in every activity of production, transportation and distri- 
bution. Before, however, I ask you to consider their relations 
to the chief statute regulating the operation of combinations in 
interstate commerce, let me beg you briefly to observe their nag- 
nitude, discipline, and purpose. 

The most notable of these organizations in number and extent 
is the American Federation of Labor, claiming 1,750,000 adult 
members. It comprises 115 national and international unions 
composed of 28,000 local unions in 38 states, in each of which the 
resident locals are united in the form of state federations subor- 


* A paper read before the Western Economic Society, at Chicago, March 2, 1912. 
2 Commonwealth v. Carlisle, Judge Gibson, Brightly, N.P. (Pa.) 36. 
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dinated to the national organization. In 631 cities and com- 
munities central labor unions or labor councils exist, comprising 
the local organizations within the immediate locality, who by 
this means effectively co-operate in matters of municipal or com- 
munity interest. In addition to the local unions, which are the 
constituent elements of the national and international organiza- 
tions, there are 680 local unions throughout the country organized 
and chartered directly by the American Federation of Labor and 
known as federal labor unions. 

While possessing local independence, these numerous and power- 
ful units are usually guided and controlled in matters of national 
interest through the Executive Committee of the American Federa- 
tion of Labor, either by virtue of constitutional authority or 
directive resolutions passed by the delegates to the annual national 
conventions. Thus, through delegated powers of assessment, 
direction, and suggestion, the Executive Committee, by the levy 
of a trifling individual tax which is immediately payable by the 
treasurers of the national and international organizations, and the 
issuance of a circular appeal, finds at its disposal a vast fund and 
a disciplined and militant force, unified in thought and action. 
This systematized multitude includes workmen in every kind of 
production and many forms of municipal transportation and dis- 
tribution, as well as every branch of dock labor in lake- and sea- 
ports, and seamen on the inland waterways and in the coastwise 
trade, the latter being affiliated in their turn, or at least co-operating 
with similar organizations in the transmarine service. Recent 
events demonstrate that combinations have been and may be 
formed to secure international action in trade disputes, for the 
purpose of sympathetically involving the seaport labor of 
both Europe and America. Another powerful combination 
unaffiliated with the American Federation of Labor, and essentially 
different in its methods, is found in our railroad service, in which 
the great railway brotherhoods comprise in their highly organized, 
intelligent, and responsible membership perhaps 80 per cent of 
the operatives of our common carriers. The railway telegraphers, 
essential to the movement of the railroads, are partially organized, 
while their commercial brethren, although they have suffered a 




















LABOR ORGANIZATIONS AND THE SHERMAN LAW 601 


temporary check in their effort at organization, are commonly 
known to be reviving their organization. 

Finally, at this very moment, a bill introduced in both the 
House and Senate,’ at the solicitation of the American Federation 
of Labor, provides substantially for the recision of executive orders 
of Presidents Roosevelt and Taft, and of the Post-Office Depart- 
ment, forbidding the affiliation of government employees with 
organizations detrimental to the public service. The purpose of 
this measure, as stated by_its proponents, is to authorize the 
unionization of the civil servants of the government, especially 
of postal employees and particularly the railway mail clerks, upon 
whom devolves the necessary and important duty of distributing 
the mail en route. 

I have now sketched in shadowy outlines the bulk of these 
giant combinations and noted the effort of one of them to establish 
itself in the field of public employment. You must perceive at a 
glance that these associations are commensurate in extent with the 
entire field of production, transportation, distribution, and com- 
munication, the four things upon which the maintenance and 
progress of human intercourse, and, indeed, the circulation of the 
necessities of life, essentially depend. I will, if you please, concede 
not only the right but the propriety and even necessity of these 
organizations and the vast individual and social benefit which, 
under wise leadership, they may confer. But it is likewise true 
that, possessing a giant’s strength, they may use it like a giant. 
It is against this contingency that government must provide. 
We cannot contemplate this colossal force without realizing that, 
like every accumulation of human power, it is capable of 
misuse and abuse, against which there is no effectual protection 
except the regulatory power of public law. 

I do not undertake to describe or characterize another type 
of labor combination professedly socialistic, historically violent, 
frankly opposed to the existing civil order, and indulging con- 
stantly through the lips of inflammatory leaders in libelous and 
subversive assaults upon established authority. These are recog- 
nized enemies of society against which it must sedulously protect 
1 H.R. 5970. 
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itself. While I do not dwell upon them, yet they cannot be 
excluded from our thought in considering any proposed modifica- 
tion of the principles of law-controlling combinations, for the 
forces to which I refer are obviously the first to avail themselves 
of a breach in the barriers of order. If reputable labor combina- 
tions mistakenly seek special exemption from the law, they should 
remember that the forces of anarchy and disorder would every- 
where be the first to avail themselves of the privilege. 

But reverting to the organizations I have named, the need of 
efficient legal control becomes doubly important when we realize, 
as we must, that chief among their purposes, and the methods by 
which they are sought to be obtained, are some in conflict with 
accepted law and others in irreconcilable antagonism with private 
right. But that I may do entire justice in this regard, let me dis- 
tinguish the Railway Brotherhood from the American Federation 
of Labor. The former organization practically abandoned the boy- 
cott in 1894 by repealing the famous rule 12, which pledged all of 
its members not to handle the cars of any railroad with which some 
division of the Brotherhood might at any time be engaged in a 
trade dispute. Nor do the members of the Brotherhood refuse to 
work beside non-members. They rely apparently upon the many 
substantial advantages of membership to recruit their ranks, and 
upon the maintenance of a high standard of efficiency and character 
to secure superior recognition from their employers. But the 
American Federation of Labor is committed to opposite principles 
and methods. It declares: 

The immortal Lincoln said: “This country cannot long remain half 
free and half slave.” So say we, that any establishment cannot long remain 
or be successfully operated part union, part non-union 

The best interests of the labor movement call for the employment of 
union workers and discourage in every way, shape, and form the deteriorating 
effects which follow the recognition of the open shop.* 


In consonance with this declaration of purpose by the 
Executive Committee of the American Federation of Labor, 
Mr. John Mitchell, one of that committee, declared in his authori- 
tative work, Organized Labor (p. 283): 


* American Federationist, November, 1903, Executive Committee Circular. 
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With the rapid extension of trade unions, the tendency is toward the 
growth of compulsory membership in them, and the time will doubtless come 
when this compulsion will become as general and will be considered as little 
of a grievance as the compulsory attendance of children at school. 


In contrast with this official creed of compulsion, our greatest 
court has said: 

There is no more sacred right of citizenship than the right to pursue 
unmolested a lawful employment in a lawful manner. It is nothing more or 
less than the sacred right of labor. 

For the preservation, exercise, and enjoyment of these rights, the individual 
citizen as a necessity must be left free to adopt such calling, profession, or 
trade as may seem to him most conducive to that end. Without this right 
he cannot be a free man. The right to choose one’s calling is an essential 
part of that liberty which it is the object of government to protect; and a 
calling when chosen is a man’s property and right. Liberty and property 
are not protected where these rights are arbitrarily assailed." 


The Federation of Labor not only thus asserts that the exclu- 
sion of the non-unionist from employment is a primary purpose, 
but it frankly displays its weapons in the very presence of the 
Supreme Court of the United States. In the famous Danbury 
Hatters’ case,’ it filed a petition in intervention seeking to become 


a voluntary defendant, because it believed that a decision against 
the boycott employed by the Hatters’ union 

would seriously obstruct and hinder the said American Federation of Labor, 
petitioner, in carrying out the purposes for which it was organized, and destroy, 
at least to some extent, its usefulness to its members, and would likewise 
and in like manner injure said members. 


It was further stated: 


That the constitution of said American Federation of Labor makes special 
provision for the prosecution of boycotts when instituted by a constituent or 
affiliated organization, and “that under the provisions of said constitution, 
many so-called boycotts have been and several are now being prosecuted.” 


At the time that petition was filed, the boycott had been 
declared unlawful and criminal by the Supreme Court, by every 
inferior federal court, and by every state court of last resort in 
which it had been made an issue. In the Loewe case, the boycott 


Slaughter House Cases, 83 U.S. 36. 
2 Loewe y. Lawler, 208 U.S. 
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was condemned under the Sherman act, and this condemnation 
was reiterated in the recent decision of the same court in the Buck’s 
Stove & Range case.’ Yet, despite this unbroken line of decisions, 
the officials of the American Federation of Labor declare on the 
platform and in their official publications their unalterable deter- 
mination to continue the boycott as the chief method of executing 
their avowed purposes. 

As I recite these undeniable facts, you must perceive an inevi- 
table collision between the law as it is and this combination as 
it operates. For at the present moment the principles of national 
law applicable to the activities of such organizations are those 
which apply with equal force and effect to every other form of 
combination operating in the domain of interstate commerce. 
The combination I describe does not avoid the issue; it meets 
it with unexampled boldness, and, exerting all the political pres- 
sure within its power, asks that Congress shall exempt organiza- 
tions of labor from the uniform rule of law expressed in the Sherman 
act. It supports its demands by assertions which possess no 
little plausibility in the ear of the uninformed. 

Labor combinations, the proponents of this legislation urge, 


should be exempted from the Sherman act for substantially three 


reasons: 

1. Because Congress did not intend to include them within 
its scope. 

2. Even if Congress did, the act has been so interpreted as to 
threaten the very existence of combinations of labor and to penalize 
their necessary and proper activities. 

3. Such combinations, by the very nature of their purpose 
and methods, ought to be excluded from an act aimed at monopo- 
lies and restraints of trade, for they are neither conducted for 
profit nor have they capital stock, and they sell not commodities 
but the physical activities and skill of their members. 

The first contention is conclusively answered by the uniform 
decisions of the courts of the United States, beginning in 1893 and 
culminating in the famous decision of the Supreme Court in the 


1221 U.S. 418. 
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Danbury Hatters’ case, in which that tribunal, confirming the 
opinions of many district and circuit courts, declared: 


The act made no distinction between classes; it provided that every 
contract, combination, or conspiracy in restraint of trade was illegal. The 
records of Congress show that several efforts were made to exempt by legisla- 
tion organizations of farmers and laborers from the operation of the act and 
that all these efforts failed, so that the act remained as we have it before us. 


But it may be said’ in this day when none are too humble to 
set their judgment up against that of a court, that this is but a 
technical conclusion of law. I therefore ask you to consider other 
circumstances that should justify this conclusion, even to the 
critical lay mind. 

Just a few months before Senator Sherman introduced his 
original bill, the Supreme Court of the United States, in a unani- 
mous decision obtained at the instance of labor organizations 
themselves, held that a boycott as presented in the case at issue, 
a combination of workmen to prevent the employment of a fellow- 
workman, was an indictable conspiracy at the common law and a 
“heinous” offense. The Sherman act was regarded by its authors 
as but a translation to the federal jurisdiction of the common law 
against combinations and conspiracies in restraint of trade and 
monopolies. The decision to which I refer was familiar to every 
lawyer in Congress, and what more natural than that the grave 
offense condemned by the Supreme Court should have been included 
within the prohibitions of the act ? 

As further contemporaneous evidence of the intention of Con- 
gress, in 1890, let me call your attention to the now generally recog- 
nized fact that Senator Edmunds, chairman of the Judiciary 
Committee of the Senate, was the actual author of the Sherman act, 
for between the original proposal of the Senator from Ohio and the 
law which now bears his name there is but an historical relation. His 
original suggestion, amended out of all recognition, disappeared into 
the Judiciary Committee of the Senate and emerged therefrom in 
the hand of Senator Edmunds possessing the identical form of the 
existing law. Edmunds vigorously opposed every effort to exempt 


* Loewe v. Lawler, 208 U.S. 301. 2 Callan v. Wilson, 127 U.S. 540. 
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labor combinations from its terms, and long before any court 
interpreted the act, he made the following statement of its purpose, 
in this very city, in an interview in the Chicago Inter-Ocean, on 
November 21, 1892: 

It is intended to, and I think it will cover every form of combination that 
seeks in any way to interfere with and restrain free competition, whether it be 
capital in the form of trusts, combinations, railroad pools, or agreements, 
or labor through the form of boycotting organizations that say a man shall 
not earn his bread unless he joins this or that society. Both are wrong, both 
are crimes, and indictable under the anti-trust law. 


Surely, if the intention of Congress had been defeated by the 
courts, that body would long since have corrected that miscarriage 
of purpose, but, on the contrary, it has approved the judicial view 
by three times refusing passage to amendments to the Sherman 
act directly or indirectly intended to exempt combinations of 
labor. One of these efforts possesses unusual significance. In 
1900, the House passed the following amendment: 

That nothing in this act shall be so construed as to apply to trade unions 


or other labor organizations organized for the purpose of regulating wages, 
hours of labor, or other conditions under which labor is to be performed. 


On reaching the Senate, the amendment was referred to the 
Judiciary Committee of the Senate, of which Senator Hoar was 
then chairman. He is frequently referred to as one who gave 
personal assurances that the original act was not intended to 
include combinations of labor. On February 21, 1901, he dis- 
cussed the proposed amendment in the Senate, saying: 


There is a further provision that no labor organization or association 
shall be liable under the act to which this is an addition. I gave, as chairman 
of the committee, several full hearings to the representatives of the labor 
organizations of the country who were interested in promoting this legislation 
and also to the representatives of the great organization, the Brotherhood of 
Locomotive Engineers, and they agreed with me, all of them, that these objec- 
tions were well taken and that the legislation ought not to pass. 


At the same time he proposed an amendment intended to remove 
the alleged fear that the act threatened the right of organization 
itself. His proposal was as follows: 


That nothing in said act shall be so construed as to apply to any action 
or combination, otherwise lawful, of trade unions or other labor organiza- 
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tions, so far as such action or combination shall be for the purpose of regulating 
wages, hours of labor, or other conditions under which labor is performed, 
without violence or interfering with the lawful rights of any person. 


You perceive at a glance the fundamental difference between 
the House amendment, which is the identical demand of today, 
and Senator Hoar’s proposal, which was not received with enthus- 
iasm then and would not be now, thus demonstrating that those 
who sought exemption from the law then, like those who seek it 
now, do not fear that their lawful existence is threatened, but seek 
to avoid the law’s prohibition against methods of whose illegality 
and immorality they are conscious. 

The second contention is, however, far more important than 
the first, for if the act has been construed so as to threaten the 
right of organization itself or to embarrass trade unions in the 
performance of legitimate and proper activities, they would indeed 
have just cause to complain against it. But I assert, without fear 
of contradiction, not only that every proper activity of labor com- 
binations has been vindicated in proceedings under the Sherman 
act, but that I know of no other kind of litigation in which such 
rights have been so fully and frequently recognized. In 1894, one 
Phelan, an agent of Eugene Debs during the great strike which 
commemorates his name, undertook, in combination with others, 
to coerce the employees of the Cincinnati N. O. & T. P. Ry. Co. 
into refusing to handle the cars of the Pullman Company, which 
that road had a contract to haul. In the contempt proceedings 
which grew out of these acts and in which the Sherman act was 
construed in its application to the combination disclosed, the 
judge, now our distinguished President, spoke as follows: 

Now, it may be conceded in the outset that the employees of the receiver 
had the right to organize into or to join a labor union, which should take joint 
action as to their terms of employment. It is of benefit to them and to the 
public that laborers should unite in their common interest and for lawful 
purposes. They have labor to sell. If they stand together, they are often 
able, all of them, to command better prices for their labor than when dealing 
singly with rich employers, because the necessities of a single employee may 
compel him to accept any terms offered him. The accumulation of a fund for 


the support of those who feel that the wages offered are below market prices 
is one of the legitimate objects of such an organization. They have the right 
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to appoint officers who shall advise them as to the course to be taken by them 
in their relations with their employer. They may unite with other unions. 
The officers they appoint, or any other person to whom they choose to listen, 
may advise them as to the proper course to be taken by them in regard to 
their employment, or, if they choose to repose such authority in anyone, may 
order them, on pain of expulsion from their union, peaceably to leave the 
employ of their employer because any of the terms of their employment are 
unsatisfactory. It follows, therefore (to give an illustration which will be 
understood), that if Phelan had come to this city when the receiver reduced 
the wages of his employees by 10 per cent, and had urged a peaceable strike, 
and had succeeded in maintaining one, the loss to the business of the receiver 
would not be ground for recovering damages, and Phelan would not have been 
liable to contempt even if the strike much impeded the operation of the road 
under the order of the court." 


About the same time District Judge Speer, upon application 
of the Brotherhood of Locomotive Engineers, directed a receiver of 
that court, in charge of the Georgia Central Railroad, to enter into 
a trade agreement with that union against the receiver’s objection.” 
The court condemned, under the Sherman act, a condition of the 
proffered agreement by which the receiver was asked to consent that 
the employees be permitted to refuse to handle the cars of any other 


road with which members of the Brotherhood might be engaged in 
a trade dispute. In the Debs case, in which the Sherman act was 
applied by the Circuit Court, the lower court in the first instance, 
as well as the Supreme Court on appeal, recognized the right of 
organization and collective action as axiomatic; while in the most 
recent application of the act to combinations of labor in the Buck’s 
Stove & Range case, the Supreme Court of the United States, 
while sustaining an injunction against the boycott, approved 
labor combinations, limiting their activities only by considerations 
which every reflecting mind must accept. The court says: 

Society itself is an organization and does not object to organizations for 
social, religious, business, and all legal purposes. The law, therefore, recog- 
nizes the right of workingmen to unite and to invite others to join their ranks, 
thereby making available the strength, influence, and power that come from 
such association. By virtue of this right, powerful labor unions have been 
organized. 

* Thomas v. Cincinnati, 62 Fed. 817. 

? Waterhouse v. Comer, 55 Fed. 149. 3 U.S. v. Debs. 64 Fed. 763. 
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But the very fact that it is lawful to form these bodies, with multitudes 
of members, means that they have thereby acquired a vast power, in the 
presence of which the individual may be helpless. This power, when unlaw- 
fully used against one, cannot be met, except by his purchasing peace at the 
cost of submitting to terms which involve the sacrifice of rights protected by 
the Constitution; or by standing on such rights and appealing to the preven- 
tive powers of a court of equity. When such appeal is made it is the duty of 
government to protect the one against the many as well as the many against 
the one.? 

What, then, have courts condemned, in construing the Sherman 
act, to which combinations of labor object? They have con- 
demned the boycott, just as by applying the same principles they 
condemned it when prosecuted by business men in the case of 
Montague v. Lowry? where a number of tile dealers combined 
to prevent the purchase or sale of tiles by any save those who 
could obtain membership in their organization. They have con- 
demned a combination to prevent the operation of a railroad by 
the intimidation and coercion of its employees or to cause them 
concertedly to quit their employment unless the road broke existing 
contracts with other roads, or a manufacturing corporation engaged 
in a dispute with its employees to which the railroad in question 
had no relations They have condemned a combination to procure 
the stoppage of all railroad communication throughout the United 
States by inciting the employees of all the carriers of the country 
to quit their service without any dissatisfaction with the terms of 
their employment, in order to paralyze all traffic and thus, through 
the injury to the carriers and the public, induce pressure to be 
brought upon a third person, who was unrelated to either the 
railroads or the public, and who was not even the employer of 
any members of the combination.4 They have condemned the 
combination to procure a strike of every union member in a given 
city and to intimidate non-union men remaining at work, thus to 
prevent the movement of any commerce through that city until 


* Gompers v. Buck’s Stove & Range Co., 221 U.S. 418. 

2 193 U.S. 38. 

3 Thomas v. Cincinnati; 62 Fed. 817; U.S. v. Debs, 64 Fed. 724; U.S. v. Agler, 
62 Fed. 824; U.S. v. Elliott, 64 Fed. 27; Woodhouse v. Comer, 55 Fed. 149; U.S. v. 
Cassidy, 67 Fed. 700. 

4 Thomas v. Cincinnati, 62 Fed. 817. 
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a dispute between one set of employers and a particular union 
was adjusted in accordance with the demands of the combination;? 
and, finally, they have condemned a combination “aimed at com- 
pelling third parties and strangers involuntarily not to engage in 
the course of trade except on conditions that the combination 
imposes.’ 

These are the limitations which the courts of the United States, 
interpreting the Sherman act, have imposed upon the activities 
of workmen in combination. Which of these prohibitions is 
novel? Which of them has not been applied ‘to every form of 
combination under principles of law recognized and approved by 
English-speaking people since the memory of man runneth not 
to the contrary ? Which of these prohibitions could now be removed 
without irreparable injury to private rights and public interest ? 
Which of them could be withdrawn without encouraging the 
possibility of disorder and, on occasion, producing far-reaching 
public distress? What right which any organization may exercise 
with benefit to its members and without prejudice to the essential 
necessity of maintaining uninterrupted communication between 
the states and without impairing the constitutional freedom of 
employer and employee is denied or menaced by any decision under 
the act? What, in last analysis, do these decisions forbid but 
the effort of the many, by unlawful means or for an unlawful 
purpose, to compel the one to do their bidding, “a proceeding 
outside of the law, in defiance of the law, and in spirit and effect 
an attempt to strip from one that has that which of right belongs 
to him—the full and undisturbed use and enjoyment of his own”? ?3 

But it is finally urged that by their very nature and methods, 
by the fact that they are not conducted for profit, and because they 
dispose of physical energy or skill and not completed commodi- 
ties, labor organizations ought to be excluded from inhibitions 
against restraints of trade. 

Surely the theory that such combinations of labor cannot be 


* U.S. v. Workingmen’s Amalgamated Council, 54 Fed. 994, 57 Fed. 85. 
2 Loewe v. Lawler, 208 U.S. 300. 


3 Mr. Justice Brewer to the American Bar Association, ““The Movement of Coer- 
cion.” 
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restraints of trade is destroyed by the fact that they frequently have 
been and are found physically obstructing as well as economically 
restraining and even preventing the movement of trade and aggres- 
sively trespassing upon the liberty of the trader. Nor is the 
possession of capital stock or the conduct of an organization for 
profit any standard by which to determine the capacity of a com- 
bination to stop the movement of commerce. From the Debs 
strike to the McNamara conspiracy, it has again and again been 
practically demonstrated that the most potent force to disrupt 
communication between cities and states, essential not only to the 
continued employment of labor but to the transmission and dif- 
fusion of the necessities of life, is a voluntary combination of 
men absolutely devoted to a single purpose—the interruption of 
commercial intercourse by any means their ingenuity devises or 
their courage risks until the demands of the combination are 
conceded. 

What possession of man has ever been privileged to be the 
instrument of illegal action, whether he use his land or his chattel, 
his tongue or his hand, the skill of his body, the cunning of his 
thought, his physical energy, or his material possessions, to evade 


the law or to violate it? No possession of the lawless is or should be 
beyond the condemnation of the law or the reach of its executors. 
The giving or withholding of the physical energy of man to work 
unlawful injury to others is and must be condemned as strongly as 
the giving or withholding of any external possession for the same 


purpose. 
Let it be granted that the combination of labor is an association 


of human energy lawfully to protect the conditions of its disposal 
by concerted action: so long as it possesses and exercises the 
power to work harm, public and private interest demands pro- 
tection against its possible action. 


No conduct has such an absolute privilege as to justify all possible schemes 
of which it may be a part. The most innocent and constitutionally protected 
of acts or omissions may be made a step in a criminal plot, and if it is a step 
in a plot, neither its innocence nor the constitution is sufficient to prevent 
the punishment of the plot by law." 


1 Aikens v. Wisconsin, 195 U.S. 194, Mr. Justice Holmes. 
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Whether you approve or disapprove of the Sherman act in 
its present form, you must recognize that its purpose, and more than 
that, the very object of the constitutional power from which it 
springs, is effectually to protect trade and transportation between 
the states, and the persons engaged therein, with a shield of national 
power. To attain this end, the law must provide against every 
source of attack and every kind of an assailant. It must meet all 
comers at every point. To preserve the freedom of interstate 
commerce, it must regulate every form of combination possessing 
the power or intention to trespass upon it. It makes no difference 
whether it be threatened with obstructions physical or economic, 
a mob, a monopoly, or a sandbank, an association of individuals 
or the solemn enactments of a sovereign state, against every sub- 
terfuge the wit of man can devise, against every force the power 
of man can employ, it is no less the right than the duty of Congress 
to protect intercourse between the states. 


James A. EMERY 
Wasaincron, D.C. 





THE CONSERVATION OF BUSINESS OPPORTUNITY’ 


Mr. George W. Perkins has pithily put the case for large busi- 
ness and industrial combination in the form of the following 
questions: 


First: Has labor been benefited? Has labor been given steadier employ- 
ment and higher wages ? 

Second: Has the consumer been benefited? Has the consumer been 
given a better article, and at a lower price? 

Third: Have ways and means been devised and capital provided for 
saving and utilizing waste products which could not have been done by similar 
concerns ? 

Fourth: Has our financial fabric been strengthened? Has more stability 
been given to business and better security to the investments in which the 
people have placed their money ? 

Fifth: Have our foreign trade balances been expanded? Have we put 
our nation in the way of having stronger weapons for use in our struggle for 
our full share of the commerce of the world ? 


To each of Mr. Perkins’ questions, the answer, of course, is 
pretty generally “Yes.” Notwithstanding Mr. Perkins’ catechism, 


however, that tangle of economic, political, and social questions, 
which, for lack of a better name, we loosely call the trust problem, 
still vexes us, unsolved. Plainly, the important factor in the trust 
problem today is something that Mr. Perkins’ catechism leaves 
untouched. 

At this juncture, the process of elimination may help us. As 
the answers to Mr. Perkins’ questions show, the ultimate consumer, 
the employee, and the investor in the securities of the so-called 
trusts have, by and large, greatly benefited. The trust problem 
today, therefore, must depend for its solution upon some element 
lying outside these three classes, and engaged in what, for conveni- 
ence, may be called “‘independent business.”” In Mr. Perkins’ own 
fashion, this factor may be brought into view by putting the 
following questions: Has combination unreasonably narrowed the 
field of ‘‘independent business”? Has it made it harder for men 
of enterprise and ability to engage in business on their own account ? 

* A paper read before the Western Economic Society, at Chicago, March 2, 1912. 
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The conservation of business opportunity is today the avowed 
object of our national policy in respect to large business. ‘‘The 
real purpose of the Sherman law,” says Mr. Wickersham, the 
attorney-general of the United States, ‘‘is to compel fair trade, 
to protect the average business man from injury due to unfair 
methods of competition. It is meant to keep the highways of 
commerce open to all, big and little, rich and poor, on the same 
terms. Therein lies its greatest ethical value.’ 

How shall business opportunity be conserved? How shall 
trade be kept “fair” ? How shall “the average business man be 
protected from injury due to unfair methods of competition” ? 
How shall the “highways of commerce be kept open to all, big and 
little, rich and poor, on the same terms”? As Mr. Wickersham 
well says, these questions touch the “greatest ethical value.” 
They lie at the heart of the present industrial situation. Minor 
evils—such as imperfect corporation laws, indefiniteness in the 
interpretation of the Sherman Anti-Trust act, and improper 
secrecy in corporate acts affecting investors and the state—may 
conceivably be relieved by federal incorporation acts, federal 
licenses for corporations, greater publicity for corporate trans- 
actions, and federal commissions for regulating corporations. But 
not until these ethical questions are answered can the trust problem 
ever be solved. 

The law cannot answer these questions. Even the word 
“‘unfair,”’ as applied to trade or competition, is outside the vocabu- 
lary and beyond the conception of the law. So Lord Justice 
Bowen, giving judgment in the Court of Appeals of Great Britain,? 
says: 

We were told that competition ceases to be the lawful exercise of trade, 
and so to be the lawful excuse for what will harm another, if carried to a length 
which is not fair or reasonable. The offering of reduced rates by the defendants 
in the present case is said to have been “unfair.”” This seems to assume that, 
apart from fraud, intimidation, molestation, or obstruction of some other 
personal right in rem or in personam, there is some natural standard of “fair- 
ness” or “reasonableness””—to be determined by the internal consciousness of 

* “The Enforcement of the Anti-Trust Law,” Century Magazine, February, 1912. 


2 Mogul Steamship Company v. McGregor, Gow & Company (1889), 23 Q.B.D. 
598, Court of Appeals. 
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judges and juries—beyond which competition ought not in law to go. There 
seems to be no authority, and I think, with submission that there is no sufficient 
reason, for such a proposition. It would impose a novel fetter upon trade. 
The defendants, we are told by the plaintiff’s counsel, might lawfully lower 
rates, provided they did not lower them beyond a ‘ ‘fair freight,’ whatever that 
may mean. But where is it established that there is any such restriction upon 
commerce? And what is to be the definition of a “fair freight’? It is said 
that it ought to be a normal rate of freight, such as is reasonably remunerative 
to the shipowner. But over what period of time is the average of this reason- 
able remunerativeness to be calculated? All commercial men with capital 
are acquainted with the ordinary expedient of sowing one year a crop of appar- 
ently unfruitful prices in order, by driving competition away, to reap a fuller 
harvest of profit in the future; and until the present argument at the bar it 
may be doubted whether ship-owners or merchants were ever deemed to be 
bound by law to conform to some imaginary “normal” standard of freight or 
prices or that law courts had a right to say to them, in respect of their com- 
petitive tariffs, “Thus far shalt thou go and no farther.” 

To attempt to limit English competition in this way would probably be as 
hopeless an endeavor as the experiment of King Canute. But on ordinary 
principles of law no such fetter on freedom of trade can, in my opinion, be 
warranted. 


Mr. Justice Peckham, expressing the opinion of the Supreme 


Court of the United States,’ voices the same view: 


Competition, free and unrestricted, is the general rule which governs all 
the ordinary business pursuits and transactions of life. Evils, as well as bene- 
fits, result therefrom. In the fierce heat of competition, the stronger competi- 
tor may crush out the weaker; fluctuations in prices may be caused that result 
in wreck and disaster; yet, balancing the benefits as against the evils, the law 
of competition remains as a controlling element in the business world. 


Before these ethical questions of “fair” and “unfair” trade and 
competition, the law has stood, for centuries, like the Sphinx, 
stony, unheeding, and silent. The reason why this must be so 
was expressed in several brilliant, dialectical passages by Chief 
Justice White, writing the opinion of the Supreme Court in the 
Standard Oil case’: 

Nowhere at common law can there be found a prohibition against the 
creation of monopoly by an individual. This would seem to manifest, either’ 
consciously or intuitively, a profound conception as to the inevitable operation 
of economic forces and the equipoise or balance in favor of the protection of 

*U.S. v. Trans-Missouri Freight Association (1897), 166 U.S. 290, 337. 

2 Standard Oil Co. v. U.S. (1911), 221 U.S. 55, 56, 62. 
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the rights of individuals which resulted This was but an instinctive 
recognition of the truisms that the course of trade could not be made free by 
obstructing it, and that an individual’s right to trade could not be protected 
by destroying such right 

And it is worthy of observation, as we have previously remarked concern- 
ing the common law, that although the statute [i.e., the Sherman Anti-Trust 
act] by the comprehensiveness of the enumerations embodied in both the first 
and second sections makes it certain that its purpose was to prevent undue 
restraints of every kind or nature, nevertheless by the omission of any direct 
prohibition against monopoly in the concrete it indicates a consciousness that 
the freedom of the individual right to contract when not unduly or improperly 
exercised was the most efficient means for the prevention of monopoly, since 
the operation of the centrifugal and centripetal forces resulting from the right 
to freely contract was the means by which monopoly would be inevitably 
prevented if no extraneous or sovereign power imposed it and no right to make 
unlawful contracts having a monopolistic tendency were permitted. In other 
words that freedom to contract was the essence of freedom from undue restraint 
on the right to contract. 

Now, while new legal paraphernalia are so insistently urged as 
a means of solving the trust problem, it behooves us to remember 
how ill-adapted is legal science for coping with the ethical questions 
that lie at the heart of the problem. In his special message to 
Congress (January 7, 1910) President Taft stated this fact with a 
firmness which subsequent events have not in the least shaken: 

I venture to think that this is to put into the hands of the court a power 
impossible to exercise on any consistent principle which will insure the uni- 
formity of decision essential to just judgment. It is to thrust upon the courts 
a burden that they have no precedents to enable them to carry and to give 
them a power approaching the arbitrary, the abuse of which might involve 
our whole judicial system in disaster. 

Questions so delicate that the highest courts of Great Britain 
and the United States, trained in the honored maxims and tradi- 
tions of English jurisprudence, and accustomed through generations 
to bring the law into unison with the social and economic conditions 
of the times, have not ventured to answer, or even hazard a guess 
about, are questions which obviously cannot be settled for a long 
time to come, either by legal decisions or by legislation. 

Whither, then, shall we turn for an answer? Who shall tell us 
what “‘fair” and “unfair” trade and competition are, and teach 
us how, in Attorney-General Wickersham’s phrase, “to protect 
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the average business man from injury due to unfair methods of 
competition,” and how “to keep the highways of commerce open 
to all, big and little, rich and poor, on the same terms”? 

When the independent tobacco people protested against the 
recent reorganization plan of the American Tobacco Company, 
they urged upon the Circuit Court’ that the companies into which the 
combination was disintegrated under the reorganization ought to 
be enjoined “from giving away or selling at or below the cost of 
manufacture and distribution any of its products; from giving 
rebates, allowances, or other special inducements to purchasers or 
users; and from refusing to sell to any jobber any special brand he 
may require; . . . . from espionage on the business of any com- 
petitor, from bribery of employees of such competitors, and from 
obtaining information from any United States revenue official.” 

To these requests Judge Lacombe, speaking for the court, 
replied: 

The record in this case shows that these are the common methods of the 
tobacco business, practiced by all alike. It is only by giving away samples or 
by offering on favorable terms, irrespective of cost, that new brands of tobacco 
products can be introduced or old brands extended into new territory. All 
other companies are free to employ these methods, which are obnoxious to no 
statute, and there is no reason why the fourteen companies should be forbidden 
to do so Why any one individual or corporation engaged in this busi- 
ness may not acquire such information as he or it can legitimately obtain from 
private or public sources as to the business of a competitor we fail to see. 
When illegitimate methods are proved they may be dealt with. This request 
is denied. 

When the independent tobacco people insisted that the com- 
panies into which the combination was broken ‘‘should be still 
further disintegrated”’ and criticized the reorganization plan 
“because each of these companies is described as ‘completely 
equipped for the conduct of a large tobacco business,’ whereas 
existing independent concerns are none of them so equipped,” and 
further argued “that there can be no effective competition until 
the several concerns which are to carry forward the business of the 
trust are put into the same condition as to size and equipment as 


U.S. v. American Tobacco Co., et al., C.C.S.D., N.Y., 1911. 
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now prevails among existing independent concerns,” Judge 
Lacombe, speaking for the court, responded: 


Manifestly, the minuter the fragments into which the old combination is 
split and the more they are prohibited from conducting business as other com- 
panies are free to conduct it, the less will be their ability to compete with such 
other companies. This whole line of argument deals with the economics of the 
tobacco business. No doubt the novel problem presented to this court is 
connected with questions of economics as well as with questions of law. But 
this is a court of law, not a commerce commission, and the legal side of the 
proposition would seem to be the controlling one. 


Rebuffed by the law, and referred by high judicial authority to 
“economics” and to the “economic side” of these questions, we 
turn to the economists for an answer. 

Undoubtedly others have better right than I to say how satis- 
factorily the economists have answered these questions. To my 
thinking, however, their answer seems none too clear or conclusive. 

“Obstructing the highways of commerce,’’ many economists 


say, consists in controlling the sources of raw material and patents. 
Accordingly, the Attorney-General of the United States recently 
petitioned for the dissolution of the United States Steel Corpora- 
tion upon the ground, among others, that “‘it controlled the bulk 


of the best coking-coal lands” and that “‘its holdings of commer- 
cially available ores greatly exceeded those of all other iron and 
steel interests combined.” Still more recently, he filed a bill in 
equity under the Sherman Anti-Trust act against another group of 
concerns, whose business consisted in manufacturing and leasing 
machines, which, together, performed an essential series of opera- 
tions in the manufacture of a necessity of life. In this bill, he 
prayed that these concerns be dissolved as a combination in restraint 
of trade, and that every stipulation in the leases covering these 
machines that required the lessee to use them in combination with 
any other in the series for which they were designed, and of which 
they composed a part, should be declared illegal and void; and 
further, that the concerns which manufactured and leased these 
machines should be enjoined from making any arrangement with 
the lessee by which the lessee stipulated, as a condition of using one 
machine of the series, that he would use another machine of the 
series. The Attorney-General further prayed that the concerns 
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which manufactured and leased these machines be enjoined from 
allowing to the lessee any discount or rebate by way of reducing 
the royalties upon the machine which they leased for the purpose 
of inducing the lessee to use their machines exclusively. Although 
most of the machines to which the Attorney-General referred 
embodied numerous inventions covered by patents, the Attorney- 
General expressly claimed in the bill that this fact made no 
difference. 

For the purpose of accomplishing by new statutes the same 
object at which the Attorney-General aimed in the bill in equity 
just described, Senator La Follette, Congressman Lenroot, and 
various other Congressmen have introduced into the present 
Congress bills, mostly as supplements or amendments of the 
Sherman Anti-Trust act, which in general forbid any machinery 
manufacturer to make it a condition of the sale or lease of any 
machine that thé purchaser shall use it only in conjunction with 
other machinery made by the same manufacturer, each of which 
machines is made, intended, and designed by the manufacturer to 
be a perfectly adapted, nicely adjusted working part of a series of 
machines together performing one industrial operation. 

“Unfair” trade and “unfair” competition, many economists 
tell us, consist in selling goods at prices below the cost of produc- 
tion in localities where a competitor is operating; or selling a 
specific line of goods at less than the cost of production in order 
to drive from the field a rival who produces chiefly this line; or 
refusing to furnish goods at current prices to merchants who buy 
goods from rival producers. 

Inspired by this doctrine, and heedless of the warnings given 
by the high legal authorities already quoted, many of our state 
legislatures have enacted laws that prohibit agreements and com- 
binations tending to increase or control prices or to restrain trade, 
or to restrict competition. With great particularity, they have 
sometimes prohibited the sale of any goods at more or at less than 
the ‘usual cost of production,” or the ‘‘normal cost of production,” 
or the “‘usual price,” or the ‘‘normal price,” or at more or less than 
a “reasonable price,” or at more or at less than the price charged 
by the seller in another locality under “similar circumstances.” 
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Offenses against the statutes have often been made punishable with 
penalties greater than those provided for the most heinouscommercial 
crimes, for forgery, or even for arson. Five or ten years imprison- 
ment, fines running into thousands of dollars, forfeiture of corporate 
rights, ouster of the privilege of doing business within the state, 
and immunity of customers from liability to pay for goods pur- 
chased from offenders against these statutes have frequently been 
provided. 

Thus do economists, public executives, and legislatures encour- 
age each other to put economic doctrine into practice. The prose- 
lytes of this school of economics, in politics and out, lack nothing 
in boldness. Considerations that have given pause to the most 
thoughtful minds in the highest English and American courts have 
not daunted them. Unhesitatingly they claim to have found the 
panacea—again to paraphrase Mr. Attorney-General Wickersham— 
“‘to compel fair trade, to protect the average business man from 
injury due to unfair methods of competition,” and “to keep the 
highways of commerce open to all, big and little, rich and poor, 
and on the same terms.” 

Face to face, however, with the consequences of their remedy, 
disagreement breaks out among the doctors. Somebody must 
control the sources of raw materials, if they are ever to be developed 
and utilized. In respect to patents, if invention is to be encouraged 
and industrial progress assured, the patent system must be pre- 
served in its integrity, and somebody must control the patents. 
As for discrimination in prices, many of the prohibitions in the laws 
now on the statute books would, if rigidly enforced, prevent prac- 
tically every independent concern from competing with the so-called 
trusts. As Professor Jenks has said:" 


Such discriminations may at times be beneficial to society. A rival of a 
great combination often makes its way by giving special rates on certain articles 
used as leaders and by discriminations among customers. The principle of 
discrimination in freight rates on railroads, it is generally conceded, is evil, but 
railroads are natural monopolies. It is useless to talk of encouraging competi- 
tion among them. On the other hand, the so-called trusts are industries which 
are normally competitive, and we wish to keep them so. If, then, rivals in 


Jeremiah W. Jenks, “‘How Congress May Control Trusts,’’ Outlook, December 
13, 1902. 
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competitive trade against the great corporations get their start by special rates 
to individual customers and by making leaders of individual articles, to compel 
them to sell to all customers at the same rate is against free competition, as the 
word is ordinarily used. Will the limitation of free action harm most the 
trust or its rival? 

A small flouring mill in southern New York sells flour, let us say, in its 
own town, in Owego and Elmira, N.Y., in Wilkes-Barre and Scranton, Pa., and 
in Phillipsburg and Dover, N.J. It is engaged in interstate commerce. It 
must sell in the face of competition of the great Minneapolis mills and of the 
so-called flour trust. Freight rates from Minneapolis are substantially the 
same to all these points; in them all flour of the same brand sells at practically 
the same price. The local New York miller must meet these prices, freights 
included. In consequence, as his freights differ, he sells to each town at a 
different rate. His profits from each differ. He does not sell to all at the same 
rate and then add the freight, as does his great rival. If the law of no dis- 
crimination is enforced on him in the same way as on the trust—and the law 
cannot be a respecter of persons—he is confined to his local New York market, 
cannot sell enough to keep his mill running, and stops. The act indicated, 
rigidly enforced, would close hundreds of small mills in all sections of the 
country, and would stop thousands of men in other lines. 

In the face of this testimony, it must be conceded that the 
economists, confronted by the question of how to conserve business 
opportunity, have returned a verdict of disagreement. 

The judges and lawyers having failed us, and the economists 
having left us no less in doubt than we were before, let us take 
the advice that Mr. Perkins so urgently offers, and give the business 
men a chance at the problem. Let us see what they have done 
“to compel fair trade, to protect the average business men from 
injury due to unfair methods of a competitor,” and “to keep the 
highways of commerce open to all, big and little, rich and poor, 
on the same terms.” 

Business men are eloquent in results, but seldom in explanations. 
In the course of the proceedings recently conducted by several 
committees of Congress, however, the answer of the business men 
of one industry, as to the mode by which the conservation of busi- 
ness opportunity has been accomplished in that industry, was 
emphatically brought out. 

The boot and shoe industry ranks eighth in importance among 
the manufacturing industries of the United States. The products 
of American shoe manufacturers, in the year 1909, amounted to 
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$442,600,000. This enormous product is made by 1,343 independ- 
ent concerns. The Massachusetts Commission on the Cost of 
Living in its recent report declares: ‘This industry is one of the 
great lines of industrial enterprise in the United States in which 
the trust form of control has not made headway.” 

These 1,343 manufacturers, in the year 1909, had an aggregate 
capital of $277,468,000. They employed during the year an 
average of 199,629 employees, to whom they paid in wages the sum 
of $109,646,000. With the aid of their capital and their employees, 
they added by their manufacturing operations to the value of the 
raw materials which they used the enormous sum of $165,163,000. 
During the ten years from 1899 to 1909, the value of their combined 
product increased 70 per cent; the amount of their capital increased 
178 per cent; the wages of their employees increased 56 per cent, 
and their exports of boots and shoes to foreign countries increased 
657 per cent. How well distributed this prosperity was in the 
industry appears from the fact that during the same period the 
commercial ratings of these manufacturers grew from $60,933,250 
to $98,629,200—an increase of 62 per cent. 

How was this prosperity brought about ? 

In the ordinary course of news gathering, a Boston newspaper 
addressed to each shoe manufacturer in the United States several 
months ago a personal letter, inquiring, in considerable detail, the 
cause of this prosperity. About half of all the shoe manufacturers 
responded, and 84.9 per cent of these stated that in their opinion 
equal benefit would not have resulted had the shoe machinery 
been less concentrated." 

The reasons came clearly into view in the course of hearings 
recently held by the Senate Committee on Interstate Commerce 
and the House Committee on Judiciary upon various proposals for 
trust regulation. The manufacture of shoes requires a greater 
variety of intricate and expensive machines, in proportion to the 
value of the product, than is required in almost any other line ef 
manufacture. In the making of a good shoe, no less than fifty- 
eight different machines, and sometimes twice that number, are 
used. The utmost nicety is necessary in the adjustment of the 

* Boston News Bureau, December 6, 1911. 





THE CONSERVATION OF BUSINESS OPPORTUNITY 623 


various machines in order that all may work together with the 
greatest economy and efficiency. In the old days, different machines 
constituting one or more dependent links in the industrial chain of 
shoe manufacture were furnished by different machinery manu- 
facturers to the shoe manufacturers, either by sale outright or by 
lease. To purchase the machine outright involved, on the part of 
the shoe manufacturer, a large initial expenditure, with imminent 
danger of loss whenever an improved machine came on the market. 
Many machines, according to an old established practice in the 
business, were leased to the shoe manufacturer on a rental based 
wholly or in part on the royalty charged for each shoe passing 
through the machines. To lease different machines from different 
machinery manufacturers involved dependence upon many com- 
panies for the upkeep and good condition of dozens of machines, 
the breakdown of any one of which would put out of commission 
all the other machines to the annoyance and damage of everybody. 

In 1899 three of these shoe machinery companies—one making 
chiefly machines for sewing the sole to the upper in welt shoes, 
another making chiefly machines for lasting the shoe, and another 
making chiefly various machines for attaching soles and heels and 
furnishing material for that purpose—combined in the United 
Shoe Machinery Company. 

Mr. Louis D. Brandeis, whose present attitude toward the com- 
pany is far from friendly, and whose acquaintance with its methods, 
by reason of his activity in its organization and subsequently in its 
board of directors, is thoroughly intimate, recently voiced the 
opinion of both the friends and enemies of the company, when he 
stated :* 

It was practically an acquisition of the leading shoe machinery businesses 
by the men who were the ablest, the hardest workers, and, in a certain sense, 
the farthest seeing of all those engaged in the business. They started out 
with certain perfectly admirable principles which, I understand, have been 
adhered to. In the first place, everybody, big and little, was to be treated 
alike; there was to be no discount for quantity; so that the small manufac- 
turer had the same chance as the large manufacturer, both in respect to service 
and royalty. The company adopted a system of leasing, which gave an 


* Hearings before the Committee on Interstate Commerce, U.S. Senate, 62d Con- 
gress, pursuant to S. Res. 98, December 15, 1911, p. 1160. 
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opportunity to the small manufacturer with little capital to go into the busi- 
ness; and the company gave him as good service as the larger manufacturer. 

How this system is working appears from the showing made in 
the hearings before the Congressional committees just described, 
and from the responses made by the shoe manufacturers in the 
canvass conducted by the Boston newspaper above mentioned.’ 
Both the friends and the enemies of the companies concerned agree 
that it has served every shoe manufacturer, “big and little, rich 
and poor”’—to revert to Attorney-General Wickersham’s phrase— 
with adequate facilities, absolutely without discrimination, and 
on the same terms. For all the machines which it furnishes, the 
royalty paid by the shoe manufacturer for the highest grade of 
shoes is less than 5} cents per pair, for the average grade of shoe 
not over 2% cents per pair, and for over 164,000,000 pairs of shoes, 
out of the annual national production, less than 1} cents per pair. 
In return for this royalty the shoe manufacturer has the use of the 
most modern shoe machinery without any initial cost to himself, 
and simply under the obligation to pay a rental depending solely 
upon the efficiency of the machinery and the number of shoes 
which he turns out with it. Besides this service, and gratis with 
it, the company maintains over five hundred mechanical experts 
to invent new machines, to improve on old designs, to replace 
obsolete machines with others up to date, and available at the call 
of the shoe manufacturer at any time to keep all the machinery in 
repair in the factory of the shoe manufacturer so that no time shall 
be lost through the idleness of any machine, and to teach the shoe 
manufacturer’s employees in his own factory how to run the 
machines. For this insurance, as one may call it, to every shoe 
manufacturer, “‘big and little, rich and poor,” that his working 
equipment shall always be of the most advanced type and in perfect 
running order, no extra charge whatsoever is made. 

Space forbids quoting from the testimony of the shoe manu- 
facturers regarding this system. Suffice it to say, however, that 
97 per cent of the manufacturers who responded declared that they 
were satisfied with the company and its system; 85 per cent were 
of the opinion that the company had lowered the cost of manu- 


* See Boston News Bureau, November 10, 1911, to December 6, 1911, inclusive. 
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facturing shoes; 87 per cent stated that shoe machinery was the 
only item of cost which was lower today than when the company 
was organized; 87 per cent thought that the royalties charged by 
the company were reasonable, and 76 per cent believed that if they 
had to buy their machines outright, the cost of shoe machinery 
would be higher.* 

More important, however, was the overwhelming testimony of 
small shoe manufacturers, and of numerous large manufacturers 
who had risen from small beginnings, that their business existence 
depended, and still depends, upon the leasing system above 
described, as distinguished from the system of outright purchase; 
upon the concentration of machinery manufacture and repair serv- 
ice, as distinguished from the variety of manufacture and repair 
service by different machinery manufacturers; and, above all, upon 
the absolute equality of treatment toward every shoe manufacturer, 
“big and little, rich and poor, on the same terms,” whether he is a 
big shoe manufacturer turning out 25,000 pairs of shoes a day, or a 
little, struggling shoe manufacturer turning out 100 pairs of shoes 
a day. 

A California shoe manufacturer thus expressed the views of 
many of his fellows:? 

The United Shoe Machinery Company in my opinion are the ones who 
have made it impossible for the large concerns to combine and form one of the 
greatest trusts in the country and you will find that if this company is put out 
of business that within two years a great combine will control the shoe manu- 
facturing industry of the United States If this company were to be 
entirely eliminated, I can see where out of the 1,343 factories now manufac- 
turing shoes, 1,000 of these concerns would be wiped out about the same time, 
while the remainder would flourish and the retail price of shoes would be 
higher than it is today Do not lose sight of the fact that you must not 
kill competition. I am inclined to the opinion that if the government presses 
their case against the United Shoe Machinery Company that the government 
may be responsible for forcing them in with the big shoe manufacturers and 
forming an immense combine which we smaller manufacturers so much dread. 

Over 77 per cent of the shoe manufacturers canvassed in the 
inquiry above described were confident that the disintegration of 

t Boston News Bureau, December 6, 1911. 


? Brennan Tannery & Shoe Manufacturing Co., Upland, Cal., quoted in Bosion 
News Bureau, December 2, 1911. 
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this company would be followed by increased cost of production 
and higher prices of shoes. 

Some of the large shoe manufacturers, after vainly trying to 
get preferential treatment over their weaker brethren’ complained 
against this company. Accordingly, Attorney-General Wicker- 
sham, in literal enforcement of the Sherman Anti-Trust act, as he 
has interpreted it, began proceedings to dissolve the company. 

The legal questions involved in this situation will be decided in 
due time by the courts. But the fundamental question: ‘Has the 
company conserved business opportunity in the shoe industry ?” 
already has been affirmatively answered with proofs that are of public 
knowledge. ‘The ablest, the hardest workers, and, in a certain 
sense, the farthest seeing of all those engaged in the business” — 
to quote Mr. Brandeis—without thought of anything except plain 
business principles, have accomplished in this industry the con- 
servation of business opportunity. Courts and governments and 
legislatures may undo their labor. But who will have the temerity 
to say that these business men have not discovered, in the methods 
which have kept the shoe manufacturing industry both prosperous 
and independent, the secret of the conservation of business oppor- 


tunity, for which law and economics have so long vainly sought ? 
GILBERT H. MONTAGUE 


New York City 


* Hearings before the Committee on Interstate Commerce, U.S. Senate, 62d 
Congress, S. Res. 98, pp. 2160-2251. 
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WASHINGTON NOTES 


THE New “Money Trust” Inquiry 
INVESTIGATING THE BANKS 

TARIFF SITUATION IN THE SENATE 

NEW SAFEGUARDS FOR SEA TRANSPORTATION 
RECODIFICATION OF PATENT LAW 


A new turn in the so-called “money trust” investigation in the House 
of Representatives has been taken by the passage on April 25 of a new 
form of resolution intended to broaden the inquiry and thereby to afford 
a basis for more thorough work (House Resolution No. 504, 62d Cong., 
2d sess.). This action came as a surprise inasmuch as it had been 
supposed that the investigation was proceeding favorably under the 
terms of the narrower resolution adopted some time ago and already 
noticed in these pages. The new resolution differs from the other in 
that it is far longer and more specific, making many detailed statements 
of alleged fact concerning the conditions believed to exist in the banking 
world at the present time, while it also directs an inquiry involving an 
immensely greater amount of detailed investigation into specific con- 
ditions. Following closely upon the passage of this resolution, the 
so-called money trust subcommittee of the House Banking and Cur- 
rency Committee engaged Samuel Untermyer of New York and Edgar 
J. Farrar of New Orleans to take charge of the investigation. Under the 
terms of the resolution, it is intended to make inquiry into the relations 
between banks and financial enterprises of various sorts, particularly 
the conditions prevailing in the life insurance field. The stock- 
ownership system by which various banks are controlled under a single 
management and whereby trust companies organized under state law 
are employed to exert a control over national banks through the owner- 
ship of the stock of several such institutions are especially singled out for 
study. Stock exchanges and their transactions are also mentioned. 
The understanding is that a considerable part of this investigation is to 
consist (although the resolution does not specifically say so) of an inquiry 
into the conditions upon which credit has been refused by various banks 
to concerns which were presumably entitled to such credit. There is 
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an assumption that in these cases the refusal of credit has been due to 
intervention on the part of business rivals who desired to see the opera- 
tions of the would-be borrowers limited as much as possible. Numer- 
ous more or less authentic instances of this kind of work have already 
been brought to the attention of members of the committee and more are 
expected to be developed on the witness stand. In this way, the scope 
of the investigation has been almost entirely changed. The outcome 
is due to the efforts, very largely, of radical Democrats, among whom 
must be mentioned W. J. Bryan, whose intervention from time to time 
has operated to encourage and consolidate the wing of the party in the 
House which acknowledges his leadership. The new form of the reso- 
lution directs the committee— 


To fully inquire into and investigate, among cther things, whether and 
to what extent— 

a) Individuals, firms, national banks, and other moneyed corporations 
are engaged in or connected with the management of financial affairs of inter- 
state railroad or industrial corporations, or life insurance companies 

b) The marketing of the securities that have been from time to time issued 
by interstate railroad and industrial corporations has been by competitive 
bidding or otherwise. 

c) Changes have been procured in the general laws of any of the states 
under which such interstate corporations are organized in the interest or 
upon the procurement of such corporations, and for what reason and by 
what methods and influences such changes were accomplished. 

d) Individuals, firms, national banks, and other moneyed corporations 
interested in or in any wise connected with such interstate corporations are 
enabled by reason of their relations or connection with other interstate cor- 
porations or with other individuals, firms, national banks, moneyed corpora- 
tions, or life insurance companies, or otherwise to prevent or suppress 
competition in the interest of such interstate corporations, or to protect or 
assist the latter in preventing or suppressing competition. 

e) Such interstate corporations and the individuals, firms, national banks, 
and moneyed corporations are mutually benefited and protected against com- 
petition and otherwise by the relations existing between them. 

f) National banks and other moneyed and other institutions are directly 
or indirectly owned, dominated, or controlled through their directors or through 
stock ownership, official management, patronage, or otherwise by the same 
persons, interests, groups of individuals, or corporations that are also directly 
or indirectly interested in other national banks or moneyed or other corpora- 
tions located in the same city and in interstate corporations that are customers 
of said national banks and other moneyed corporations. 

g) The same individuals are officers or directors of, or were or are directly 
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or indirectly interested in or dominate or control, or heretofore dominated or 
controlled, in any way, more than one national bank or moneyed corporation. 

h) The funds or credit of national banks and other moneyed corporations 
or life insurance companies are or have been used or employed other than in 
making current loans to merchants or on commercial paper, by whose influence 
or direction such funds or credits were so used or employed 

i) Any national bank or other moneyed corporation, whether directly or 
indirectly, or whether through or by means of another corporation having sub- 
stantially the same officers, management, control, or stockholders, or with 
stock paid for by the dividends of a parent or affiliated company has acted 
as an issuing house, or in offering securities to the public or to investors, or 
has speculated or is speculating in stocks 

j) The management and operations of the New York Stock Exchange 
and the New York Clearing House Association are, or may be directly ro 
indirectly, dominated, controlled, or otherwise affected by individuals or 
groups of individuals who control or are influential in directing the use or 
deposits of the funds of national banks in the City of New York 

k) Any individual, firm, or corporation, or any one or more groups of such 
individuals, firms, or corporations, may or can affect the security markets of 
the country through the New York Stock Exchange, or can create, avert, or 
compose panics by the control of the use and disposition of moneys in the banks 
and other moneyed or other corporations that are controlled by such indi- 
vidual, firm, or corporation, or by other means. 

l) There is any connection between the relations of bankers, banking 
firms, and their associates to the railroad and industrial corporations engaged 
in interstate commerce, and the relations of such bankers, banking firms, and 
their associates to the national banks and other moneyed or other corporations, 
and the relations of any of these interests to any of the others that operate 
to protect such interstate corporations against competition or are or may be 
used for that purpose. 


Pursuant to the plans matured by the leaders, prior to the passage 
of this very broad resolution, the Banking and Currency Committee has 
undertaken an elaborate inquiry into the doings of banks all over the 
country. The method adopted has been to send to the banks on April 
29 a series of blanks drawn up by a local accountant and accompanied 
by a letter signed by Representative A. P. Pujo, the chairman of the 
committee. In this letter, Mr. Pujo has directed attention to the terms 
of the resolution passed by the House and says: ‘In furtherance of this 
investigation, you are respectfully requested to compile from the records 
of your bank as appears therein at the close of business on April 30, 1912, 
and promptly transmit to the Committee on Banking and Currency on 
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the inclosures, the statistical and general information indicated.” The 
“inclosures”’ include (a) a blank calling for the stocks, bonds, and other 
securities owned, the date acquired, price paid, book value, and market 
value; (b) the securities purchased from officers, indicating from whom 
acquired, date, price paid, book value, and market value; (c) the loans 
to financial institutions and to individuals secured by stocks of financial 
institutions and stating the name of the institution, the date of the loan, 
the amount of the loan, the market value of the stock, and the number 
of shares held as collateral; (d) the syndicate or underwriting operations 
engaged in, showing a description of the securities, the total amount of 
the issue, the amount paid by the syndicate or underwriter, the price 
at which publicly marketed, the net profit to the bank, and all further 
details; (e) the amount due to and from banks; (f) the miscellaneous 
resources and liabilities of the institution; (g) the stock holdings and 
loans of the officers, directors, and stockholders showing the amount of 
loans obtained as maker and as indorser, the shares owned, with date 
purchased, number, etc., the amount of overdrafts and in whose favor; 
(h) the affiliations of the institution as indicated by joint ownership of 
stock by stockholders, the number of banks merged in the organization, 
etc.; (¢) the balance sheet of the concern. Hardly had the blanks been 
issued, when it appeared that under the existing national banking law 
the power to make inquiries of this sort was probably solely vested in 
the Comptroller of the Currency, such power having been thus limited 
for the purpose of giving the Comptroller opportunity to get all necessary 
information without arousing alarm on the part of banks lest the data 
thus provided by them should be used for some purpose inimical to 
their interest. Meetings were held in many different cities and general 
resistance on the part of banks appeared to be threatened. The result 
has been the introduction into the House of a bill giving to Congress, or 
either branch thereof, the power to make inquiries of this kind inde- 
pendent of the Comptroller of the Currency whenever it may be deemed 
best. The probability is that this biil will shortly be passed and thus 
the power to compel the complete compliance with the demands for 
information carried in these schedules will be sustained. In consequence, 
more data about the internal financial operations of the banks will be 
secured than have been heretofore available anywhere except in the office 
of the Comptroller of the Currency. The attitude of the Comptroller 
himself on this whole subject has been extremely interesting, inasmuch 
as he practically declined to conduct the inquiry himself, on the ground 
that to do so would endanger the good understanding which had been 
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established with the state banks since the beginning of his administra- 
tion. The question of the degree of publicity to be given to the results 
of this inquiry is still unsettled. 


A new phase of the tariff situation in Congress has been developed 
by the action of the so-called progressive Republicans in the Senate in 
declining to accept the bill revising the steel tariff passed in the House of 
Representatives some time ago and in bringing forward a measure of 
their own. The latter bill has been offered by Senator A. B. Cummins 
of Iowa (Senate amendment to H.R. 18642, 62d Cong., 2d sess.). This 
bill was offered on April 29 and was significant as indicating the develop- 
ment of a distinct position on the steel question intended to be inter- 
mediate between that of the Democrats and of the conservative Repub- 
licans, the latter having refused to take any action by way of revision, 
while the former (Senate Report No. 591, Pt. 2, 62d Cong., 2d sess.) 
had indorsed the steel bill of the House of Representatives (H.R. 18642) 
in a report which repeated the assertions of the report prepared by the 
Ways and Means Committee at the time when the House bill was first 
officially placed before the iower chamber. A compilation of rates show- 
ing comparisons between present schedules, the proposed rates of the 
House, and those of the Cummins amendment shows that the probable 
ad valorem equivalent of the House measure would average from 19 to 
22 per cent, while the probable average rate imposed under existing law 
was about 33 to 37 per cent. The Cummins bill would figure out at 
about 25 per cent. The figures are of course not absolutely accurate 
because of the difficulties in the way of computation, the choice of a 
statistical basis upon which to found the ad valorem equivalents, etc. 
However, it would appear that upon one basis of computation for which 
good warrant can be furnished the difference between the Democratic 
bill and the Cummins bill would not be over about 3 per cent. The 
real interest in the Cummins bill is found in the fact that it restores the 
specific rates of duty used in the present law and abandons the idea of 
shifting to an ad valorem basis as suggested by the Democrats in their 
report already referred to, and as attempted by them in the House bill 
which they adopted. Mr. Cummins also restores to a dutiable status 
the items of machinery such as sewing-machines, agricultural imple- 
ments, and the like, and the items of common use such as nails, barbed 
wire, etc., which had been placed on the free list by the Democratic bill 
as a concession to agricultural opinion. Some of the rates fixed by the 
Cummins bill on heavy products are lower than those in the Democratic 
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House bill, while others are a good deal higher, the whole figuring 
out as just indicated. Meanwhile the conservative or “old-line” 
Republicans in the Senate have taken refuge behind the lack of a Tariff 
Board report on the metal schedule, notwithstanding that the report of 
the Commissioner of Corporations on the subject is very complete, while 
in addition the reports of the Immigration Commission and of the 
Bureau of Labor have dealt extensively with the conditions of the indus- 
try within the past year or two. The discussion on the floor, although 
languid, has served to show the disposition of Republicans of the con- 
servative variety to make the Tariff Board an excuse for the retention 
of the present schedules of duty as long as possible, while it has also 
shown that, on this schedule at least, the difference between the so-called 
Progressives and Democrats is very small. The insincerity of the situ- 
ation is further exhibited by the fact that although a wool bill has been 
passed by the House, and although the Tariff Board some months ago 
rendered a report on wool, neither of the groups in the Senate seems dis- 
posed to take any action with reference to it, notwithstanding they are 
willing to debate the steel question. 


As a result of the disaster to the steamship “Titanic,” there is in 
progress a more active movement for the safeguarding of life at sea than 
has appeared for a good while in Congress. This movement is likely to 
have some rather interesting economic effects with reference to condi- 
tions of transportation between the United States and foreign countries. 
While a great multitude of bills has been offered and but little has been 
actually done thus far, there is practical certainty that before the end 
of the present Congress, which expires March 4, 1913, the following 
points will have been acted upon: (1) Provision of adequate lifeboat 
capacity on board trans-oceanic liners to take care of all passengers and 
crew in case of disaster; (2) regulation of the use of wireless telegraph 
apparatus in such a way as to end the present confusion which results 
from the unauthorized employment of the apparatus by amateurs and 
others; (3) the calling of an international conference to discuss the ques- 
tion of uniform requirements as to equipment and the choice of routes 
at sea. Many other subjects have been discussed as a result of the 
accident but most of them to no purpose. The recommendation that 
the size and speed of ships be limited has thus far borne no fruit, and 
whatever is done in that direction is likely to be the result of public 
opinion rather than of actual legislation. Thus far the measures which 
have been acted upon in at least one house and are practically certain 
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of enactment are (a) a resolution to call an international maritime con- 
ference or convention (House Joint Resolution 299), (b) a bill for ade- 
quate equipment of sea-going ships (H.R. 24025), and (c) a bill for the 
regulation of the use of wireless telegraph apparatus (H.R. 15357). 
The question has been raised how provisions of this sort can be enforced 
by the United States in view of the fact that this country has scarcely 
any merchant marine and consequently is not in position to make its 
regulations effective by applying them on its own ships. The inquiry 
has called attention to an interesting state of affairs in connection with 
ship-management. It appears that the United States, under present 
administrative regulations, not only inspects vessels according to our 
laws, but also inspects the vessels of foreign nations in our ports in 
accordance with the requirements of the laws of the countries from which 
these ships come. When such a ship has been inspected, a certificate 
is issued to it stating that it has been inspected under the requirements 
of the law of the country in which it is registered. The possession of 
such an inspection certificate is usually considered necessary to the 
issuance of clearance papers. By refusing clearance papers to foreign 
vessels entering United States ports, unless they are equipped in accord- 
ance with the provisions of American law, it is supposed that Congress 
may be able to compel all vessels transporting passengers to or from our 
ports to conform to the requirements laid down in the proposed new 
legislation. It is to be expected, therefore, that this will be the method 
adopted for applying the new safeguards. Economically, the applica- 
tion of the legislation will result in a considerable increase in the cost of 
operating vessels. The requirement that every passenger vessel shall 
have a wireless outfit on board with two operators on duty will enhance 
the cost of operating the smaller vessels, while certain additional require- 
ments as to crews, etc., if adopted as they are now expected to be, will 
enlarge the running expenses of all ships and particularly the expenses 
of those of large size. What may be done as a result of the international 
conference currently planned is not certain, but the tendency will be 
in the direction already indicated—that of adding to cost of operation. 


As a consequence of the decision of the Supreme Court in the case 
of Henry v. The A. B. Dick Company a contest which has been long 
threatening in Congress has broken out. The Dick decision sustained 
the right of the holder of a patent to enforce a contract against the 
buyer of the patented article, whereby the latter was compelled to pur- 
chase his supplies and new parts used in the future operation of the 
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machine from the concern of which he bought it. Although this was 
little more than the reaffirmation of decisions of ‘the courts previously 
enforced, the fact that the Supreme Court has given its sanction to the 
view referred to has greatly strengthened the demand the country over 
for action designed to relieve users of patented articles of the burdens 
involved in the present state of things. Consequently, a recodification 
of the present patent law has been prepared in the Patent Office and has 
been laid before Congress in order to see whether it may not be possible 
to revise the legislation generally, and particularly to alter the points 
at which existing law has proved exceptionally oppressive. The intro- 
duction of the bill has been the signal for the combined attack of the 
holders of the patents, who have shown a united strength very similar 
to that exhibited on other occasions by the beneficiaries of protective 
tariff legislation. The contest has taken the form of hearings before 
the House Committee on Patents 4 propos of a measure (H.R. 23417) 
known as the Oldfield bill, introduced on April 16, which is the measure 
recodifying the patent law already referred to. While the new codifi- 
cation contains many points that would have a significant effect upon 
industry, there are two respects in which the bill is of particular interest. 
These are found in Sections 17 and 32 of the measure. Section 17 is 
intended to provide for the granting of compulsory licenses to persons 
who wish to use an invention which, instead of being manufactured, 
has been held idle by the patentee. The bill provides for an application 
for license to be made to the federal authorities and after such appli- 
cation has been made the owner of the patent and the persons applying 
for the license are to be heard. Then “if the court is satisfied that the 
reasonable requirements of the public in reference to the invention have 
not been satisfied by reason of the neglect or the refusal of the patentee 
. . . . to grant licenses to others on reasonable terms . . . . said court 
shall issue an order requiring the owner of the patent to grant a license 
to the person applying therefor in such form and upon such terms 

. as the court . . . . deems just.” In Section 32, it is provided 
that “every person who purchases of the inventor or discoverer, or, with 
his knowledge and consent, constructs any newly invented or discovered 
machine, or other patentable article, prior to the application by the 
inventor or discoverer for a patent, or who sells or uses one so con- 
structed, shall have the right to use, and vend to others to be used, the 
specific thing so made or purchased, without liability therefor.” 
Although many features of the bill have been very repugnant to the 
manufacturers who have thus far appeared, these two propositions have 
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received far more criticisms than have the others. It is generally 
admitted that they will greatly modify the conditions under which 
patented articles are now used, and would thereby bring about an 
entirely new régime with reference to the existing system of fixed prices 
to govern the sale of such patented articles or specialties. It is already 
evident that to secure the passage of this measure will be a process 
requiring an extremely long and tedious struggle in which practically 
the whole manufacturing community so far as it is dependent upon 
patents or inventions will take part. The changes proposed, if made, 
will, however, immensely alter the status of a very considerable number 
of businesses, and will make it much easier for small producers to engage 
in certain lines of work from which they are now practically excluded. 
So serious does President Taft consider the situation to be, that upon 
the suggestion of persons interested in the subject he has (May 10) sent 
to the House a message (H.R., Doc. No. 749, 62d Cong., 2d sess.) in 
which he urges deliberation, and suggests the appointment of a patent 
commission to study the situation. 
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Social Value. A Study in Economic Theory Critical and Con- 
structive. By B. M. ANDERSON, JR. Boston: Houghton 
Mifflin & Co., 1911. 8vo, pp. xviii+204. $1.00 net. 


Following the example of many other controversial works, the book 
before us undertakes to clear the field of other theories before setting 
forth its own. In the process of destructive criticism it is not always 
so careful as it might be to interpret rival theories in the most favorable 
terms of which they are capable. This is a serious difficulty because, 
if any other canon of criticism is adopted, no theory, not even the one 
set up by the critic himself, can ever hope to escape destruction. 

Among the theories which suffer from unfavorable interpretation 
is the well-known one that value is power in exchange. This the author 
interprets as meaning nothing more than that value is a mere ratio of 
exchange and, as such, is incapable of measurement or of quantitative 
expression. It ought to have occurred to him that power in exchange 
might be interpreted as meaning power to do something, i.e., to effect 
exchanges as transfers of goods, or to overcome mental resistance of 
one kind or another. Such a conception of value makes it a thing to 
be measured and expressed quantitatively, and, under such a concep- 
tion, “dollar-power”’ has as clear a meaning as “horse-power.” To be 
sure, the unit called “dollar-power” may change from time to time, 
and be less stable than the unit which we call “horse-power”; but the 
one carries as clear a meaning at any given instant as the other. The 
perfection or imperfection of the unit of measurement may be determined 
by its stability or instability, but the fact that it serves as a unit of 
measurement is not thus determined. There may be a unit of measure- 
ment, albeit an imperfect one, which itself changes its magnitude every 
minute. 

A good many writers have tried their hands recently at the demoli- 
tion of the marginal utility theory of value. Sometimes the demolisher 
proceeds by the large-minded method of calling it “mere” hedonism 
and then asserting that hedonism is out of fashion, without showing in 
what precise sense the marginal utility theory is hedonism or in what 
precise sense hedonism has been rejected by psychologists. That a 
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man sometimes prefers one thing to another, that his preference for 
either the one or the other is likely to be affected by the number of other 
things just like it which he has or can easily get, and that his preference 
will affect his willingness to exchange or make other sacrifices, are 
presumptions which we can afford to retain even if psychologists do 
abandon hedonism. And yet, such assumptions as these are the ground- 
work of the marginal utility theory of value. 

A sample of another form of criticism, which the author reproduces 
approvingly under the name of Clark’s law, is to the effect that because 
of the various utilities combined in so complex an article, say, as an 
automobile, and because the buyer of an automobile is not the marginal 
buyer of each of these utilities but is able to get each of them for the 
equivalent of its value to its marginal buyer, therefore the buyer of an 
automobile can buy it for much less than it is worth to himself. ‘That 
is, the total value to the buyer might be $5,000 (the value of trans- 
portation) plus $3,000 (the value of comfort) plus $4,000 (the value 
of elegance and social distinction) plus $2,000 (the value of speed and 
exhilaration), or a total of $14,000. But he can get it for $10 (the value 
of transportation to the marginal buyer of carts) plus $90 (the value of 
comfort to the marginal buyer of buggies) plus $700 (the value of eles 
gance and social distinction to the marginal buyer of carriages) plus 
$2,000 (the value to himself, who is the marginal buyer, of speed and 
exhilaration), making a total of only $2,800 which he had to pay for 
the automobile. To quote the author: 

“Now his automobile—and he is the marginal buyer, and he buys only 
one—gives him satisfaction far in excess of that measured by the price he 
has to pay for it. The automobile, economically considered, is several dis- 
tinct services bundled together, worth to him $5,000 plus $3,000 plus $4,000 
plus $2,000. But he pays for the automobile only $2,800, or less than he 
would have paid even for the first service... .. The total utility of this 
marginal automobile, to this marginal user, would balance $14,000 in his mind, 
and this, by the Austrian analysis, ought to be the price.” 

If this is really the marginal automobile, and if he is really the marginal 
buyer, then the manufacturers ought to be able to sell as many automo- 
biles at $14,000 as at $2,800. If they could not, it must be because 
some buyers who are willing to pay $2,800 would refuse to pay $14,000 
for it. The man who is willing to pay just $2,800 and no more is the 
marginal buyer, as the Austrians would understand it, and it is scarcely 
fair to father upon them any other conception of a marginal buyer. 
Possibly such a buyer as this ought to be convinced by the above rea- 
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soning and be willing to hand over his $14,000, provided, of course, 
he could not get it for less. That is to say, the manufacturers ought 
to equip their salesmen with this so-called “law,” then raise the price 
to $14,000 and sell as many as they are now selling at $2,800. If this 
will not work, there must be something wrong with the “law.” 

As a matter of fact there is, as has been shown several times already. 
The $2,800 which it takes to buy this automobile will also buy other 
complicated things embodying multitudinous forms of utility, any one 
of which things could be shown to be worth $14,000 by the reasoning 
embodied in this law. When carried out thus logically, it could be 
shown that $2,800 will always purchase $14,000 worth of stuff. They 
who are convinced of this ought not worry any more about the high 
cost of living. Asa matter of fact, this is no law at all, since the marginal 
buyer always surrenders something which is worth approximately as 
much to himself as the thing which he gets. Otherwise he is no marginal 
buyer at all, and the thing which he buys is no marginal unit. 

Just what is meant by social value, as distinct from other concepts of 
value, is not easy to state. To say that value is a kind of motivation 
does not get us any farther than to say that value is power in exchange, 
if we mean by that power to overcome mental resistance and induce 
men to give up possessions which they would like to keep, or to make 
exertions to produce exchangeable things. It is highly important, 
however, to have this idea elaborated and expounded in detail. This, 
in the mind of the reviewer, is the chief service rendered by the book 
before us. That value is a test of need on the one hand, and of service 
on the other, so long as people know their own needs, is an idea which 
will also bear much elaboration. That it is a greater service to supply 
a thing which is scarce, and of which society stands in great need, than 
to supply a thing which is already abundant and of which society 
already has almost as much as it needs, is easily seen. It is not every- 
one, however, who sees that value furnishes the kind of motivation 
needed to secure the kind of service which society most needs, or rather, 
which it thinks it needs most. 

There is in this book a slight tinge of that psycho-social theory 
which reverses the ordinary processes of thought and calls society the 
concrete reality and the individual an abstraction. To be sure, we 
can punch the individual in the ribs with our umbrella, and we can do 
nothing of the kind to society, but that does not prove anything. The 
individual can develop only in society. That is to say, he can develop 
as we think that he ought to develop, only in society. The same is 
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true of a pine tree. It makes valuable sawing timber only when it 
grows in a forest, yet we would scarcely assert that when it grows in 
the open it is not a pine tree. A theory of value which seems to depend 
for its validity upon some of these peculiar notions of the social psy- 
chologist may be interesting, and it may be useful if it makes us look 
at things from a new point of view; but it is not necessarily a sign of 
obtuseness or unprogressiveness if we do not show great haste or pre- 
cipitation in accepting it, particularly if its acceptance must be preceded 
by a renunciation of all others. 
T. N. CARVER 


Harvarp UNIVERSITY 


Monetary Economics. By W.W. Carte. New York: Long- 
mans, Green & Co., 1912. 8vo, pp. xii+306. 


Mr. Carlile’s book contains a few chapters on money but is not a 
treatise upon this subject. The word “Monetary” in the title “is 
rather to be looked upon as a Homeric epithet than as a differential 
adjective. There is no economics that is not monetary” (p. 7; italics are 
the reviewer’s). Being an emphatic man, the author does not mind 
insisting upon a point, even in the title. Since the book is not a principles 
of money, one might conclude that it must be simply a principles of 
economics. It is not this, however, at least not in an ordinary sense. 
It is instead a sort of philippic against economic theory, especially against 
the economics of the “university” theorists. A theorist is a producer of 
“elusive phantasms,” “clouds of words to vex the souls of the unini- 
tiated,” to say nothing of “impenetrable fog banks of verbosity.’”? Some 
of the theorists to receive especial chastisement are Mill, Marshall, 
Edgeworth, Pigou, v. Wieser, v. Béhm-Bawerk, J. B. Clark, Seligman, 
and Irving Fisher. When Mr. Carlile leaves off with these gentlemen 
their works appear to lie in ruins. Generally speaking, writers on eco- 
nomics fall into two classes, theorists and eminent economists. Eminent 
economists seem to be chiefly that class of writers whose views, especially 
on matters monetary, coincide with those of Mr. Carlile. Thus there is 
that eminent economist, M. Yves Guyot, who knows that whatever 
fluctuations index numbers may show, it cannot be the value of gold 
that varies; or Mr. Harold Cox, “able and cautious,” who realizes that 
M. Yves Guyot is right (p. 155). 

The superstition that terms should be defined comes first among the 
dogmas of the theorists demolished by Mr. Carlile. Chaps. i to iv 
suffice to lay this error. Mr. Carlile maintains with fervor that terms 
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should not be defined but should merely be used naturally in a context 
in accordance with their true popular meanings. Next, it should be 
reported, the entire literature of marginalism is scrapped. Marginal 
land is nonsense. Marginal products and marginal productivity have 
no meaning. Marginal utility is “farcically absurd” (p. 96). At one 
point our author says: “the marginalists are, of course, here in the throes 
of their life-long struggle, by hook or by crook, to appear, somehow or 
other, to be dealing with commercial transactions in non-monetary 
terms” (p. 96). And it is just this that is the high crime of theory. 
When reasoning as if there were no money the theorist imagines he is 
going beneath money and becoming profound: he is in truth merely 
displaying his foolishness and superficiality. Between pp. 65 and 67, the 
author is employed in making kindling wood of the static state. This 
unfortunate condition is one in which “a curate would without hesitation 
undertake to kill and skin a bullock.” In it human nature is “denuded 
of most of its usual characteristics” and the theorists are uncertain 
whether the ruling “conditions” of the solar system should not be 
excluded by hypothesis (p. 66). Also, it may as well be said, “as soon as 
we relinquish the guidance of the conditions of real life, we flounder at 
once in fathomless quicksands”’ (p. 67). The doctrine that market price 
seeks a point which will make the volume of the supply and the volume 
of the demand equal is “wholly devoid of foundation” (p. 104). Mar- 
shall’s notions regarding elasticity and inelasticity of demand are 
“absurd” and “correspond to nothing whatever in the world”’ (p. ror). 
The theorists’ device of breaking up incomes popularly known as profits, 
into economic interest, rent, and wages of management, is denounced 
as a method of “legal fiction” (p. 222). In fact, the entire apparatus 
of explanation currently known as economic principles, from the law of 
supply and demand down, or out, or down and out, has not a gear left 
in mesh when Mr. Carlile finishes with it. The author’s method of 
attack on a “theory”’ is illustrated by certain of his animadversions upon 
Béhm-Bawerk. This economist has claimed that production goods 
have value because their (expected) products have an anticipated value, 
and for no other reason. He expresses his thought at one point by saying 
that value is “conducted” from product to production goods. This 
causes Mr. Carlile to rush forth with sections on “Value as an Electric 
Fluid” and “Causation Working Backwards in Time” (pp. 88-91). 
Perusal of the book shows that if we should take away what the 
author has to say of the opinions of others, about four-fifths of the text 
would disappear. The remaining fifth consists in an exceedingly com- 
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monplace miscellany ornamented with various philosophical and his- 
torical irrelevancies and literary allusions. In this, the positive part 
of the argument, there is not the semblance of a coherent or systematic 
explanation of the industrial world. What we find is merely a few 
detached observations put forth at the places where they seem serviceable 
in the criticism of any schemes of taxation or reform which would appear 
reprehensible to the natural city merchant. Sample contributions of a 
positive character are: ‘The most indispensable of all the factors in the 
production of wealth is foresight” (p. 173). ‘Wages are limited by 
capital . . . . and there is no possible method of bringing about a 
general increase of wages for labour in any country, except that of first 
bringing about a general increase in the profits of capitalists” (p. 204). 
The interest rate has no relation to the disposition of people to save. 
“The absurdity of the answer currently given by the theorists” to the 
question of the origin of interest is obvious. The sum and substance of 
the tenable theory seems to be that “interest is thrown in as an added 
advantage to the saver by the beneficent nature of things” (p. 218). 
Chap. xxi on “Demand and Wealth Production” is evidently intended 
to be a contribution, but about all the reviewer can get out of it is the 
thesis that “increasing supply operates to create increasing demand.” 
The reviewer has rarely met with anything more confused than this 
chapter. In it the marginal utility theorist is spoken of as treating 
“demand as constant” (!) and thus of making the blunder of confining 
investigation to the conditions of the supply (p. 243)! Chap. xxii on 
“Physical and Psychological Demand” begins with a section on the 
‘power of opinion,” treats of the Malthusian theory, the fall of the birth- 
rate, and ends in a section on “war and progress’! Perhaps the most 
interesting views of Mr. Carlile are those touching the value of gold. 
Ths “Quantity Theory” is one of his pet aversions. On p. 155 he quotes 
with apparent approval the assertion of another that it cannot be a 
change in the value of gold which index numbers show. On p. 157 he 
refers to the “fancied fall” in the value of gold which economists profess 
at present to detect. On p. 152, however, he asserts that the quantity 
theory merely has matters reversed since in truth an increase in the 
quantity of money tends to lower prices because it tends to increase the 
demand for commodities and “‘the ultimate effect of increased demand is to 
bring down prices” (sic!) (p. 152). Finally, if gold should come to be 
extracted in unprecedented quantities, say from sea water, a real fall in 
its value might ensue, distinguished from a fancied fall, and this would 
come solely because of a “setting in of distrust of gold as a medium for the 
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storage of purchasing power” (p. 157). From the present reviewer’s 
standpoint the work has nothing to commend it, either in its constructive 
or its critical aspects. Mr. Carlile seems incapable of fair and intelligent 
criticism. 
A. C. WHITAKER 
LELAND STANFORD JUNIOR UNIVERSITY 


Problems in Railway Regulation. By Henry S. Haines. New 

York: Macmillan, 1911. 8vo, pp. 521. 

The author is ex-president of the American Railway Association, and 
ex-vice-president of the Plant System of Railway and Steamship lines. 
This is the third book which he has published since 1906 on subjects 
connected with the government regulation of railways. The earlier 
works were based on lectures delivered at the Boston University School 
of Law, and were to a considerable extent historical in character; the 
volume under review discusses current problems. An enumeration of 
the subjects dealt with will indicate the wide field covered. Chaps. 
i-vi are historical. Chaps. vii and viii take up railroad promotion, con- 
solidation, valuation, and capitalization. Chap. ix considers the regu- 
lation of construction, grade crossings, the battle of the gauges, and the 
merits of electricity as a motive power. Chap. x treats of accidents and 
car shortage, chap. xiv of labor; and the rest of the book is concerned 
with rates. 

The attitude is distinctly critical. ‘Instead of undertaking to 
regulate all things by the prescience of our finite wisdom,” Mr. Haines 
remarks, “it might be well to leave some of them to be determined by 
that orderly evolution of events which is designated as Providence” 
(p. 516). And again, “Railroad corporations are now substantially 
stripped of the peculiar powers and privileges which they so long enjoyed 
with actual freedom from external restraint. There remains to them 
little more than the exercise of the early franchise of a joint-stock com- 
pany for trading purposes, under the vaguely defined restrictions of the 
Anti-Trust law” (pp. 491-92). 

The reviewer is not altogether out of sympathy with a good deal of 
this discussion. Whether it be well founded or not, however, there is 
no excuse for the carelessness with which the facts and figures in the 
volume have been compiled. Mr. Haines has relied on his memory for 
statements of fact, and has apparently let a great many of his statistics 
go in without checking. The following examples of inaccuracy will 
perhaps suffice. The author says that the Massachusetts Railroad 
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Commission was established in 1879 (p. 66). It was in fact established 
in 1869. He says that the government loan to the Central Pacific and 
Union Pacific companies was repaid ten years or so after these roads 
were put in operation (p. 183). Instead of this the loans ran for thirty 
years, and did not fall due until the period 1895-99. The last payment 
by the Central Pacific was not made until 1908. It is not true, as Mr. 
Haines alleges (p. 401), that the Commissioner of Corporations found 
no cases of rebating in the oil industry in 1906. The report on the 
“Transportation of Petroleum” cited cases of secret rates on oil, and 
stated that the Southern Pacific almost invariably adopted the rebate 
in applying them. It is not true that the Hepburn act forbade the 
granting of free transportation to all persons except the carriers’ own 
employees (p. 120). At least seventeen other classes of persons were 
enumerated. Mr. Haines relates that Mr. Harriman accumulated a 
fund with the aid of the borrowing powers of his company in 1905, with 
which he purchased a dominating interest in “each of the great railroad 
corporations directly competitive with the Union Pacific Railroad Com- 
pany or whose lines were important factors in the traffic from the Atlantic 
Coast to its eastern termini” (p. 114). This is a gross exaggeration. 
Mr. Harriman did buy large amounts o: railroad securities but he did not 
acquire a dominating interest, or anything closely approaching it in the 
Pennsylvania, the Southern, the Great Northern, the Northwestern, 
the Santa Fe, nor in a host of other lines which could be named. 

It is difficult to see how 9,289 deaths in 1909 could have resulted 
from train service (p. 280), when only 8,722 persons in all were killed 
on American railroads during that year. There were 2,379 passengers 
injured from collisions in 1909, not 2,426 (p. 310). There were many 
more than 20 miles of railroad in operation in the United States in 1837 
(p. 75). The Tenth Census puts the figure at 1,426, and Poor’s Manual 
at 1,497 miles. It is not accurate to imply that European governments 
took over their railroads for military reasons (p. 175). Such reasons 
undoubtedly had weight; but the timidity of private capital, and dis- 
satisfaction with the results of private operation were also important. 
Doubtless many European managers would be surprised to learn that 
government ownership tends to maintain a low wage scale for employees 
(p. 487). The reviewer has checked a considerable number of the 
figures in the text and appendix, and the result bears out the impression 
given above. While the majority of the statistics are probably correct, 
there are a number of careless mistakes, and in some instances the source 
of the figures is difficult to find. The statistics of average length of haul 
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(p. 360), for instance, do not tally with the figures given by the Inter- 
state Commerce Commission, and no other reference is vouchsafed. 

Aside from its inaccuracies, the book may be criticized at other 
points. Mr. Haines fails to see the strength of the case for a valuation 
based on cost of reproduction. It is not and should not be used for 
purposes of taxation, nor for the regulation of capitalization. The 
security holder and the assessor want to know what the railroad is worth, 
and this depends upon earnings. But it may be used in rate regulation 
because it represents what the railroad would be worth, if stripped of all 
monopoly power. Under conditions of free competition, value tends to 
equal the cost of producing an additional unit of supply, and this for a 
railroad means the cost of reproduction. A valuation on this basis, to 
repeat, may be taken to show not what the carrier is worth, but what 
it ought to be worth—the sum on which it is entitled to earn—and this 
is precisely what the rate-fixing authority may desire to know. Then 
again, the author’s discussion of capitalization is unsatisfactory. It is 
late in the day to argue that earnings, on the whole, are reasonable 
because they do not yield more than 5 per cent on the capital stock 
(p. 217), and to offer, as evidence that the stock issue is moderate, the 
fact that the capitalization of European railroads exceeds that of our 
own. On the other hand, the author neglects a legitimate point on his 
own side when he fails to deduct from nominal capitalization a sum 
representing the interrailway holdings of securities. 

Parts of the book are well done. The description of the reorgani- 
zation of the New York street railways is admirable, and the treatment 
of the recent “Advance Rate cases” is good. The style is a little 
monotonous, but the author has a power of summary statement which 
he often uses to good effect. The whole discussion could have been 


condensed with advantage. 
Stuart DAGGETT 


UNIVERSITY OF CALIFORNIA 





Wholesale Prices, Canada. By R.H. Coats. Ottawa: Government 
Printing Bureau, 1910, 1911. 8vo, Ig10, pp. X+134; IQII, pp. 
xiv-+ 223. 

These two volumes are annual reports supplementary to that published in 
1910 by the Department of Labor on “Wholesale Prices in Canada, 1890- 
1910.” The system then adopted is but slightly changed in method or content. 
However, to the 230 articles covered in the 1909 report, 6 were added in 1910, 
and 24 in 1911; on account of the difficulty in securing quotations one was 
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dropped in 1910 and another in 1911. There are 261 articles now included in 
the list. 

For each article added, quotations were secured back to 1890. Tables for 
three of these were published in the appendix of the 1910 report, and for all 
in Appendix A of the 1911 report. The new articles are considered in the index 
number of 1910 and 1911, although there is no recalculation back to 1890 
pending the probable addition of other articles. However, the difference has 
been tested for 1910 and 1911, and only a slight difference due to added articles 
was revealed. Where the basis of quotation has been altered the index number 
has been recalculated. 

The experiment with weighted index numbers showed a 3-point less 
increase of the weighted number in 1910; but in 1911 there was practically no 
difference in the advance in weighted and unweighted numbers. 

On the whole, relative prices have increased from 121 in 1909 to 124 in 
1910 and 127.2 in 1911. There were 112 advancing, 48 declining, and 48 
stationary prices in 1910; 124 advancing, 82 declining, and 67 stationary 
prices in 1911. The chief advances have been in raw products and foodstuffs, 
and related manufactured products. 

On p. 56 of the 1910 report, and in Appendix B of the 1911 report, the 
statistics of output of gold are given. However, the connection between these 
statistics and price levels is left to be inferred or denied. 

Appendix C of the 1911 report gives a comparative view of retail prices 
throughout Canada for 1910 and 1911; these prices of 30 articles were secured 
monthly by local correspondents of the Labor Gazette. The articles cover 80 
per cent of a family budget, including rentals. The prices are averaged, and 
the results set forth in tables. It is the purpose of the Department to treat 
this matter in the same way as wholesale prices. 


The Expedition of the Donner Party and Its Tragic Fate. By Exiza P. 
DonnER Hovucuton. Chicago: A. C. McClurg & Co., 1911. 
8vo, pp. xxi+375. $2.00 net. 

Among the parties of emigrants who in early pioneer days took the perilous 
and wearisome journey across the continent to California none became more 
noted for its tragic experiences than the Donner party. Starting from Illinois 
in the spring of 1846 some eighty strong, the members of this party pushed 
their way on over the usual route along the Oregon trail and through South 
Pass. They then tried a cut-off to the sguth of Great Salt Lake, but were 
so delayed that they failed to reach the upper passes of the Sierras until the 
snows set in, making it impossible to go farther and forcing them to camp there 
for the winter. Snow buried them in, and they were soon face to face with 
starvation. As a last resort a band of fifteen, “the Forlorn Hope,” made a 
desperate sally to reach the settlements over the mountains and summon aid, 
which they finally succeeded in doing, though not until half the band had 
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perished. In all three parties set forth to relieve the remainder of the Donner 
expedition encamped in the mountains. The rescued and often the rescuers 
endured the most frightful suffering. Reduced to subsisting on bark, shoe 
strings and hide, many starved, and eventually the bodies of the dead became 
the only hope for the living. Scarcely half the party survived to see the 
“Promised Land” for which they had set out. 

To one who would understand the toil, the suffering, the courage, in short, 
the human element involved in the task of settling the country and preparing 
for the development of its resources, the account of this tragic episode in the 
westward movement will be well worth the reading. The author, a daughter 
of the party’s leader, though scarcely four years of age at the time, had the 
events indelibly impressed upon her mind. To some extent she has relied on 
others’ narratives but the greater part consists of her own recollections. These 
also cover her life in California down to the time of her marriage at the opening 
of the Civil War and give an excellent picture of the California of those days. 
It may be noted that on the controverted point whether or not Lewis Keseberg 
killed her mother the author generously absolves him of all guilt. Through- 
out this intimate and entertainingly written account we see a broad-minded, 
magnanimous, and sympathetic character. 


Socialism and Character. By Viva D. ScuppER. Boston and New 
York: Houghton Mifflin Co., 1912. 8vo, pp. 431. $1.50 net. 

In this book, written by an avowed socialist ““— a class-conscious, revo- 
lutionary socialist, if you will—to whom none the less the spiritual harvest, the 
fruits of character, are the only results worth noting in any economic order” 
(pp. 5-6), we have an attempt to harm nize socialism and religion. Though 
frankly idealistic and plainly disposed toward religion, Miss Scudder yet sees 
in socialism the only solution of “‘the dilemma” which faces the modern world. 
An aristocratic solution such as that of Nietzsche is impossible because “we are 
made on another pattern” (p. 50); the abandonment of civilization illustrated 
in the “‘anarchist asceticism” of Tolstoy “‘makes the Great Refusal, which is 
the refusal of life itself” (p. 50); moralizing in the form of philanthropy and 
reform has been tried and proved a failure—what promise of light is left if not 
in socialism ? 

But how dissolve the real differences between socialism and religion? 
The answer for Miss Scudder lies in a spiritualizing of the chief doctrines of 
socialism to which she subscribes, namely, economic determinism, and class- 
antagonism (for which latter she uses the word “‘class-feeling” as less harsh), 
and in a certain socializing of religion. But not only are these capable of being 
harmonized, they are in reality of the utmost importance the one to the other. 
“Should socialism,” she says, “arrive otherwise than as the result of an inward 
transformation, affecting the deep springs of will and love, it would be the 
worst disaster . . . . that the world has seen” (p. 187); and on the other 
hand, “religious minds honestly scanning the situation may well discern the 
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most powerful of allies” in socialism (p. 273). Character will make socialism 
possible and socialism will make character—such seems to be the conclusion 
at which the author has arrived. 

Whatever may be said in criticism the book is meritorious and will be read. 
with keen interest. The literary style is excellent and enriched by apt quota- 
tions from some of the best writers in the English and in continental languages. 
We doubt if the beliefs here expounded will receive general acceptance among 
orthodox clericals or the general rank and file of socialists, but for the general 
reader this will detract little from their interest. 


The History of the British Post-Office. By J.C. Hemmeon. Cambridge: 
Harvard University, 1912. 8vo, pp. vit+-256. $2.00 net. 

The British Post-office, like all other British institutions of long standing, 
has had a most intricate and involved history. It has successfully met the 
needs of the people and of the government under conditions which to us would 
seem quite impossible. As a system it has been neither logical nor uniform. 

To the most difficult task of presenting historically the facts connected 
with its peculiar and many-sided development, this book is devoted. Com- 
mencing at about the end of the fifteenth century the author has traced chrono- 
logically in his first four chapters the growth and evolution of the Post-office 
in all its different branches, through its successive transformations down to the 
present time. In these chapters a tremendous conglomerate of facts illustrative 
of the most salient features of the development is presented to the reader. 
Every happening or event of any importance and indeed many which can 
hardly be said to be of any interest are here recorded. 

In the remaining chapters some of the more important aspects of the 
problem have been singled out to receive consideration in “longitudinal 
section.”? Of these might be mentioned the chapter on “Foreign Connections, ” 
which considers the ocean carriage of mails, the system of subsidies to author- 
ized lines and understandings with other nations; that on the “Telegraph 
System,” which since 1868 has been a branch of the Post-office—special regard 
being here paid to its finances; and on the relation between the Post-office and 
Telephone companies which have been licensed by it. 

The book is excellent. It is quite evidently the result of considerable and 
careful research. It must be criticized however in that being so entirely a 
narration of facts, those events which really are of great significance have not 
been sufficiently emphasized. A little weighting of facts would have been an 
improvement. One would like to have seen, too, some little interpretation. 


The Socialist Argument. By Cuartes C. Hitcucocx. Chicago: Charles 
H. Kerr & Co., 1912. 8vo, pp. 174. 
This is the work of an amateur in socialism. Unfortunately such dilettant- 
ism in socialist literature is of frequent occurrence. After a careful perusal 
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of the book the reader might be able to surmise what in the opinion of the 
author is the socialist point of view, but it will be difficult to find the argument 
upon which that point of view rests. 

For instance, the author asserts that each one has a right to share in the 
possession of land and the means of subsistence because “no one disputes 
. . . . that the individual has a right to life” (p. 33). Farther on, the proposi- 
tions that “labor produces all wealth” and that “the laborer is entitled to his 
product” are regarded as “two fundamental truths” (p. 55). 

Evidently the question how the share of each laborer in the product is to 
be determined is too simple to require attention. Then again, for all social 
evils and sufferings, capitalism is made responsible (p. 97) and “our present 
economic system in its ethical bearings stands condemned without argument”’ 
(p. 99). Specifically, intemperance, the author asserts, will be eliminated 
because under socialism “the pecuniary incentive [profit] on the part of manu- 
facturers and dealers” of intoxicating beverages will disappear (p. 106)! 

De hoc satis. The book can appeal neither to the serious student of 
socialism nor to the ordinary layman who is interested in the socialist move- 
ment. It is neither a scientific nor a popular presentation of the socialist 
argument. 


Panama. By ALtBert Epwarps. New York: Macmillan, 1g11. 
8vo, pp. x+585. $2.50 net. 

This volume on Panama gives an admirably written account of the author’s 
own experience during his visits to the Canal Zone and neighboring territory; 
and furthermore a careful and fairly detailed history of the isthmus from the 
time of its discovery, through the period of Spanish occupations, the revolu- 
tions, the French attempt at canal building, and the work of the American 
Commission. Some study is made of the industrial possibilities of the isthmus. 
It is the author’s opinion that various enterprises such as lumbering, fruit 
raising, and gold mining might be profitably undertaken if the government of 
Panama could be induced to spend money on the development of transporta- 
tion facilities and if some more certain labor force could be discovered. 

Several chapters are devoted to the canal, its history, the men who have 
done the work, their problems, and the various activities of the canal com- 
mission. The writer’s enthusiasm for these men and the way in which they 
have done their work certainly is justified by the results he shows, as in the 
work of the sanitary commission or the commissary department. But his 
right to call this work an experiment in socialism, when he himself admits the 
government to be bureaucratic, is not clear. That, however, does not detract 
from the results nor from the value of the facts which are presented. Cer- 
tainly the author’s style in presenting his material makes it most interesting 
reading. 
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Kapital- und Verwaltungsbeteiligung der Arbeiter in den Britischen 
Produktiogenossenschaften. Von Dr. JOHANNES HUBER. Stutt- 
gart: U. Kohlhammer, 1912. 8vo, pp. xvi+203. M. 5.50. 

In the British co-operative societies the writer sees a step toward that 
eventual democratization of industry which he conceives to be the goal of 
industrial development. He traces their rise in England and devotes careful 
study to the organization and present standing of these societies in various 
branches of industry. A comparison is drawn between the Manchester and 
the Glasgow co-operative associations—the latter with co-partnership, the 
former without it, to show that when this feature is added increased success and 
saving in cost can be obtained. Though this form of enterprise has gained 
considerable ground in England it is as yet of very infrequent occurrence on the 
continent. However, the writer believes that this will not continue to be the 
case. The changed attitude of the socialist party in Germany, which has now 
come out in favor of co-partnership, the interest of economists and men of 
affairs, and the aid of the French government are all favorable to their develop- 
ment. When once they have been introduced they will grow because of the 
inherent advantages that they contain. Their educative effect on the worker 
and his interest in the business will exclude the possibility of further conflict 
between labor and capital. 


Criminal Statistics in the United States. By Louis N. RoBINson. 
Boston and New York: Houghton Mifflin Co., 1911. 8vo, pp. 


viii+104. $1.00 net. 

This book, one of the Hart Schaffner and Marx prize essays, is concerned 
with the organization and compilation of federal and state criminal statistics. 
The author reviews in detail the methods and machinery of the federal and of 
several state governments, finding that, in almost all cases, defective methods 
and inadequate machinery result in turning out statistics that “tell little or 
nothing.” 

With a view to improving the methods, the author offers suggestions as 
to the character of the data which should be secured, and of the machinery of 
collection and compilation he would have reorganized with a view to inaugur- 
ating the plan which has for some years been successfully employed in the 
collection of mortality statistics. . 

The book is well written and shows thorough and painstaking investigation. 
The improvements it advocates are both practicable and reasonable. It should 
prove really useful. 


Peru of the Twentieth Century. By Percy F. Martin. New York: 
Longmans, Green & Co., 1911. 8vo, pp. xx+348. 
The author has gathered together much valuable material regarding Peru 
of today; but the fashion in which it is presented makes it difficult reading. 
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However, if one can overlook wearying detail and awkward sentences, he will 
find the book useful as a source of information regarding the industrial situa- 
tion, natural resources, possibilities of development, character of the people 
and of the government, and opportunities for investment and for trade in the 
country. Evidently the writer has gone carefully over his ground and is 
attempting to give the most accurate information. His thoroughly British 
point of view, however, makes him rather partial at times. Some of his 
economic theory also is interesting, as when he expresses his relief at not being 
oppressed by “pernicious monopoly”’ in telephone service (p. 57). But his 
chief difficulty is with the involved sentences which sometimes make his 
meaning very difficult to distinguish. One regrets that the limitations of the 
writer should have obstructed with such difficulties an account of much 
real interest. 


The Periplus of the Erythraean Sea. Translated and Annotated by 
Witrrep H. Scuorr. New York: Longmans, Green & Co., 
1912. 8vo, pp. 323. $2.00. 

The text of this volume, which occupies less than thirty pages, is the 
memoir of a Greek merchant of the first century. In this small compass he has 
given a detailed account of the trade-routes of the Indian Ocean, the Red Sea, 
and the Persian Gulf, together with a full list of the imports and exports of 
their markets. 

The more valuable portion of the book, however, consists of the exhaustive 
notes by the translator. They deal with explanations of the various terms and 
the history of the peoples mentioned in the text. Without these notes an 
understanding of the text would be well-nigh impossible. A map at the end 
of the book is also of great service for locating the numerous trading ports 
referred to. 

The translator of the Periplus may easily be said to have made a contribu- 
tion to the history of commerce, for this, one of the earliest and most interesting 
guide-books of ocean trade-routes, throws much light upon many of the peoples 
of whom so little is known and concerning whom much might still be learned. 


Saleswomen in Mercantile Stores. By E1LizABETH BEARDSLEY BUTLER. 
New York: Charities, Publication Committee, 1912. 12mo, pp. 
xv+217. $1.00. 

This report, published by the Russell Sage Foundation, is the result of a 
careful investigation of working conditions of the thirty-four most important 
mercantile houses of Baltimore. It gives, first, a thorough report of physical 
conditions of work, of wages, etc., and then deals with the special phases of 
the situation as it exists in Baltimore, considering the class of people who are 
employed, reasons for their being in the work, and general causes of present 
conditions and wages. The general attitude of the community toward women’s 
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work is given as one great cause for the low wage, and the unskilled, mechanical 
character of ihe work as an equally important factor. This latter condition 
is being remedied by schools of salesmanship which are raising the work to the 
basis of a skilled occupation. Though they have not yet been introduced in 
Baltimore, the methods and success of these schools in other places are dealt 
with at some length. The book is interesting both as showing the methods 
by which such an investigation is carried on and as a study of social conditions 
and their causes in the industry with which it deals. 


The American Transportation Question. By SamuEt O. Dunn. New 
York: D. Appleton & Co., 1912. 8vo, pp. xi+290. 


This work, developed from a course of lectures given before the students of 
Northwestern University, is a general treatment of the problem of American 
transportation. The author’s presentation of the principles of rate-making 
and of the questions of efficiency and of regulation shows an honest attempt 
at fairness and justice to all classes affected. On the much-discussed question 
of valuation as a basis for regulation the author concludes that the effort would 
be expensive, ever-recurring, and in the end useless. He also sees in the 
development of inland waterways a futile attempt at regulation. 

While parts of the book treat of matter well known to any student even 
slightly acquainted with the subject of railroads, yet the work as a whole could 
well be used in connection with a course in transportation. To one 
unacquainted with the subject it will give a clear idea of the problem, together 
with many of the principles underlying rate-making. 


Why Should We Change Our Form of Government? Studies in Practical 
Politics. By NicHotas Murray Butter. New York: Scribners, 
1912. 8vo, pp. xiv+159. 75 cts. 

This volume, which takes its name from the first chapter, is a compilation 
of six lectures delivered by the author at various times on political and economic 
subjects. The central theme of the first lecture, which reappears throughout 
the book, is an attack on the initiative and referendum in particular, and the 
prevalent socialistic tendencies in general. The author bases his discussions 
on the assumption that the principles of government as formulated at the time 
of the establishment of our constitution were the ultimate end toward which 
five hundred years of Anglo-Saxon history had been tending, and that any 
change from these must be retrogressive. He is strong in his assertions that 
the government must recognize the rights of all; but “rights” are viewed by 
him entirely from the point of view of the entrepreneur. He also recognizes 
that our present industrial system has given rise to many injustices; but in 
his solution of these problems he skilfully wields the magic wand of glittering 
generalities. 
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Le prolétariat international. By R. Bropa AND J. DEutscu. Paris: 
Giard & Briére, 1912. 18mo, pp. vii+254. Fr. 3. 


This book is intended to present a brief sketch of the evolution of the 
proletariat. It is primarily a study in social psychology, having to do with 
the habits of thought of the common laboring classes in various countries. 

After tracing in a summary manner the origin and development of the 
proletariat, the authors proceed to explain the basis of the class-consciousness, 
the various radical tendencies, and the general attitude of this class toward 
existing institutions. As is to be expected, the point of view taken here by 
the authors is materialistic. The class-unrest and class-antagonism are inter- 
preted in terms of material facts and conditions which reduce themselves 
ultimately to systems of economy. In substantiation of this point of view, 
numerous autobiographical testimonials are given in the appendix and through- 
out the text. The book is to be recommended as a brief summary of a common- 
place social philosophy. 


Theory of Political Economy. By W.S. JEvons; edited by H. S. JEvons. 
London: Macmillan, 1911. 8vo, pp. lxiv-+339. Ios. net. 

This new and probably last edition of Jevons’ work has been re-edited 
partly because it is a classic, and partly because it is read for its exposition of 
certain problems. Only a few changes have been made, there being practically 
no alteration in the text, except to correct an obvious slip. To render the 
author’s meaning more clear, a few notes marked “Ed.” have been inserted. 

Three new appendices have been added. The first, an attempt to eluci- 
date the treatment of interest, suggests that such terms as “final rate of yield” 
and Jevons’ mathematical formulae imply a marginal productivity theory. 
The second presents a fragment of manuscript on capital intended by Jevons 
for his Principles of Economics, Appendix III, is a reprint of a paper on “A 
Brief Account of a General Mathematical Theory of Political Economy.” 


Die Baumwollweberei der sichsischen Oberlausiiz. By EpmunD GROLLICH. 
Leipzig: Duncker und Humblot, 1911. 8vo, pp. x+144. 


This work is a historical account of the cotton industry in the populous 
region of Lusatia, which lies just west of Dresden at the source of the Spree. 
After an introductory account of the linen weaving of the seventeenth and 
eighteenth centuries, the discussion of cotton manufacturing begins. This 
grew up with the decline of the linen industry during the Napoleonic wars; 
and its development falls into two periods: the period of beginnings, and the 
period since 1859, when the first factory was built. A concluding chapter is 
devoted to » treatment of the labor situation growing out of large-scale pro- 
duction. Although the region of this industry is comparatively small in extent, 
the work furnishes a good commentary on the growth of German industrial life, 
and for this it is chiefly valuable. 








